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March of the News 


WHAT'S HAPPENED IN THE NATIONAL PARADE 


ECORD of an electric week in Washington. The 

Jovian frowns of six men in black launch a thou- 

sand “ifs”. “Which way now?” asks the na- 
tion. This question and other subjects, those below 
among them, are dealt with on the succeeding pages. 


¢ The Supreme Court Decision: 


How will the court’s ruling affect other agencies of 
Government? A lawyer looks the situation over. 
What will happen to the Administration’s agricul- 
tural program?—from the farmer's angle. 
What do the editors of America’s newspapers think 
of it?—a digest of the press. 
Secretary Wallace states his views. 
The Justices speak for themselves—pertinent ex- 
cerpts from both majority and minority opinions. 
A new New Deal? Business wonders whether it will 
face new problems or let the past bury its dead. 
The Tide of World Affairs—as Japan blocks all hope 
of a naval disarmament she renews her demands on 
China. 
America plans a tormula to keep out of war. Neu- 
trality program is mapped as investigators dig skel- 
etons from the war-chests of 1914. 


¢ The role that social security taxes play in the bud- 


get. 

Labor lines up for an amendment to the Constitution 

which would increase Federal jurisdiction over in- 
dustry. 

Donald Richberg, once chief adviser to the President, 

discusses the power of the courts. 

The Nation, like most folks, manages to match new 

expenditures with mounting revenues. A study of 
the rising cost of Government. 


Bonus advocates prepare to surmount the second 


hurdle—flashes from the House debate. 
@| Democrats wipe out a deficit as Philadelphia outbids 


~ the west—The Jackson Day dinnef and Republican 
comment, 
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Budget Balancing: Task For the Future 


Taxation in Coming Years Needed to Liquidate Mounting Liabilities 
Of the Federal Government, as Four Successive Years of Deficits 


Brings Public Debt to More Than $34,000,000,000 


UlTGO—$31,879,000,000. 

Income—$16,981,000,000 

A citizen, striking a balance 
of four New Deal fiscal years, sub- 
tracts one from the other and finds 
that his national Government is liv- 
ing nearly 15 billion dollars above its 
income. 

Mr. Roosevelt advises 
that, leaving out new relief costs, his 
four years of budgeted spending will 
amount to $28,879,000,000. 

Now word trickles out that relief 
for the next fiscal year will involve 
at least one billion added dollars. 

Congress quickly crashes through 
with overwhelming House approval 
for another two billion dollars for im- 
mediate payment of the bonus. 

Ignoring added appropriations to 
be asked for farm bounties, and pos- 
sible refunds from now dead proces- 
sing tax revenues, an outgo that the 
President estimated at less than 29 
billion dollars on Monday of one week 
becomes nearly 32 billion dollars by 
Monday of the next. 


WHAT THE BUDGET SHOWED 

The financial statement of the na- 
tional Government pictured above, 
based except in minor details on of- 
ficial figures, tells the full story. 

On the left of the ledger is the 
statement of income and outgo for 
the four years from July 1, 1933, to 
July 1, 1937. The figures, except 
for work relief and bonus, are those 
given to Congress by the President. 


Congress 

















This the actual spending 
operations of the Federal Government 
under the New Deal, as projected by 
the White House. 

Over on the right side of the ledger, 
is the debt picture of the Government 
arrived at by analysis of its assets 
and its liabilities. 


covers 


Mr. Roosevelt estimates that with- 
out counting in new money for work 
relief, or payment of the soldiers’ 
bonus or the debts of the Home Own- 
ers Loan Corporation or the Farm 
Credit Administration, fully guaran- 
teed by the Government, still the na- 
tional debt on July 1, 1937, will be 
$31,351,000,000. 

Add in the billion for work relief, 
the two billion for bonus and the con- 
tingent, guaranteed liabilities and the 
total rises to $38,881,000,000. 


ASSETS COUNTED UPON 

But there are assets to offset that 
total. 

Thus there will be cash on hand in 
the Treasury of $1,504,000,000 when 
the Government closes its books on 
June 30, 1937, if Mr. Roosevelt’s esti- 
mates are right. 

Next there are assets in the form 
of $4,493,000,000 of loans which the 
Treasury lists as recoverable. These 
are loans through the RFC princi- 
pally. Unless the Government collects 
every cent of that amount, the Fed- 
eral liabilities—or debt—will rise by 
the amount that is not paid. 











Fosblic Deot......... 


ERNMENT LOANS) 
(Gover NOV. 30,1938 


contingent Assets... 


wilERS LOANS, F 
= oF NOV. 30, 4935 


Allied War Loans... 


(FINLAND) 


“ty be Raised by Future Taxation 


a ae 


BALANCE SHEET oF the pyp 
June 30, 1937 


~ LIABILITIES 


Relief for (937 cesrmaree): on ee 
Bonus Payments «.,,,,. 
Contingent Liabilities. 


Bonds, FCA Bonds, etc.) 
as oF MOV. 30, 1935 


ee 


o),. e 


Treasury... 
ble Assets. 


* 
*# eee. 


ARM LOANS, eéc.) 


ation Fund,. 


GOLD PROFITS) 


ee gh ve 
Oe ee Lek 
* 


Total. 


. 
© ace: 
* 


After that comes $4,530,000,000 of 
“contingent assets.” Here this figure 
is backed by Government loans on 
homes and farms. If those loans do 
not pay out, or if they are written 
down for any reason, then the debt 
side of the ledger will rise by what- 
ever is not realized by the sale of the 
assets at foreclosure. 

Once among the assets were $11,- 
000,000,000 in war loans. Those now 
are set down for $8,000,000—a 
shrinkage of $10,992,000,000 due to 
virtual repudiation by the Allies. 


THE GOLD PROFIT 


The next item is as good as gold, 
unless it is lost in the process of pro- 
tecting the dollar in foreign exchange 
deals. This item is $2,000,000,000 of 
the gold profit, created by cutting 41 
cents of gold out of the old dollar. It 
now reposes in a “stabilization fund.” 

Add all of those up and subtract 
from the $38,881,000,000 of liabilities 
and there appears the figure that tax- 
payers of the nation must make good 
if the balance sheet of assets and lia- 
bilities is going to balance. 

The figure arrived at is $26,346,- 
000,000. 

Those are the dollars—more than 
twenty-six billions of them—which 
represent the tax-supported debt of 
the national Government as it is esti- 
mated for July 1, 1937, largely on the 
basis of official figures. 
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Tomorrow 


oor 


A LOOK AHEAD—FUTURE TRENDS 


FFECT on Business: Will end of farm plan react 


adversely on business? Not this year at least. 


E New plan is almost sure to mean continued 


bounties as large as old. Also, higher income of city 
workers means added support for farm markets. Fur- 
ther the supply and demand situation is in fair balance 


{= for most products. 


q Big wheat crops and a big cotton crop readily could 

change that picture in 1936. A big corn crop would 
suggest an upset in livestock markets a year hence. 
Temporary uncertainty in farm regions is likely to 
be renewed by prospects of new bounties and new farm 
plan. 








A New New Deal—It will take some time for the 

President to make up his mind whether to drive for 
a constitutional amendment to permit reforms nullified 
by Supreme Court or to try to build a New New Deal on 
the wreckage of the old. Mr. Roosevelt inclines to fol- 
low the latter plan and the best guess is that he will. 





¢ These things can be put down as certain for 1936: 


¢ A further increase in the biggest deficit in peace- 
time history. 


MUM 


~~ 





¢ A new plan for farm relief. 


¢ New taxes to replace processing taxes. 


Start of agitation to amend the Constitution, either 
to broaden federal powers or to narrow powers of 
courts. 


¢ Overestimated Budgets: The President through 

three budgets overestimated his ability to spend; 
underestimated ability of Treasury to collect revenue. 
In fourth budget signs already appear that President 
overestimated Treasury's ability to collect revenue and 
underestimated capacity of Congress to provide money 
[Continued cn Page 3, Column 1.]} 
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Upset of Farm Program 
After 32-month Career 


The farm control program is dead. 

It is slain by the Supreme Court, which, in a 
6-to-3 decision, rules that: 

1.—The processing taxes, not being fur revenue 
but to control agricultural production, may not 
be imposed under the limitations of the Consti- 
tution. 

2.—Benefit payments, being a form of coercion 
for regulating production, are illegal. 

3.—Bounties may be paid which are for the 
general welfare, but no conditions may be re- 
quired of their recipients if these are to accom- 
plish regulation of that which Congress may not 
regulate under the Constitution. 

Answering the majority opinion, written by 
Justice Roberts, Justice Stone vigorously dis- 
sents, directing his arguments chiefly against 
point number 3. Justices Brandeis and Cardozo 
join in the dissent. 

Say the minority: This ruling is contradic- 
tory, destroys the power to appropriate money 
for the public welfare, and leads to absurd con- 
clusions. It permits Congress to pay money for 
the general welfare but forbids it to see that the 
general welfare is thereby promoted. 





Mapping the Campaign 
To Restore Farm-Aid 


Some immediate effects of the Supreme Court’s 
AAA decision: 

A call by the Secretary of Agriculture to lead- 
ers in the country’s 70 farm organizations to 
meet in Washington and discuss farm-aid plans 
for the future. One canvassed is crop control 


through subsidizing grasses and pastures. 

A declaration by the President that planning 
for agriculture shall go forward. Ruled out is the 
subsidy of exports—‘“shipping our soil fertility 
to foreign nations.” 

A quickening of efforts by iabor chieftains 
looking toward an amendment of the Constitu- 











—Underwood & Underwood. 
WHAT NOW FOR TRIPLE A? 
Chester Davis (left), Administrator of the AAA, 
and Secretary of Agriculture Henry A. Wallace, 
discuss possible action in view of the Supreme 
Court decision. 





tion “to make the United States one nation in- 
stead of 48 nations” in the management of its 
economic affairs. Farm leaders are courted as 
allies. 

A drop in many prices for foods. 

A fall in cotton prices to the lowest level since 
1933. Cotton is the sole crop in which a surplus 
of production is still visible. 





The Bonus Bill Captures 


Front-line Trenches 


The “united front” bonus biil captures the 
first line of trenches, winning passage in the 
House by a vote of 356 to 59. 

It provides for the immediate payment of the 
adjusted service certificates, due in 1945, at an 
estimated cost of 2,200 million dollars. Interest 
on money borrowed against the certificates is 
cancelled. 

Present 6-to-1 vote in the House compares 
with a 3-to-1 favorable vote last year for a simi- 
lar bill, under which the cost was to be met in 
greenbacks. 

The Senate is expected likewise to adopt the 
bill, but with a less sweeping majority than the 
House. Size of this majority will be watched 
closely, and with this query in mind: Will it be 
sufficient to override an indicated veto by the 
President, whose budget makes no provision for 
the outlay? 


Balancing the Budget— 
With Reservations 


The President balances the budget in esti- 
mates for 1936-1937 except for— 

First exception is expenditures for relief and 
recovery, which, he asserts, will be cut down in 
proportion as private industry absorbs the un- 
employed and makes continued expenditures for 
their support unnecessary. 

Second exception is payment of the bonus, 
which is ignored in the estimates presented to 
Congress. The President hints new taxes if im- 
mediate payment is insisted on despite a veto. 

Third exception is the upset in collection of 
processing taxes, wrought by the Supreme Court 
at the moment when the budget message was be- 
ing read before Congress. 

The regular budget calls for cutlays of 5,649 





























End of the Farm Program—'No Retreat’, Says the President—Neutrality—Bonus | 


+  Victory—Budget Balancing With an ‘If—Armaments Unlimited 





— 





—Underwood & Underwood. 


CHEERS THAT ECHO THE BONUS VOTE IN THE HOUSE 


EADERS of the soldiers’ bonus bloc in the House of Representa- 
tives and chiefs of the various veterans’ organizations raise 
their arms and voices in salutation as the House votes 356 to 59 in 
favor of immediate payment of veterans’ adjusted service compen- 
sation. Left to right: James Van Zandt, Commander of the Vet- 


erans of Foreign Wars; Representative Wright Patman, of Texas; 
Representative Fred M. Vinson, of Kentucky; Ray Murphy, Na- 
tional Commander of the American Legion; M. A. Harlan, of the 
Disabled American Veterans; and Representative John McCormack, 





of Massachusetts. 











million dollars and for revenues five million dol-, program precipitated by the Supreme Court’s > good. 


lars in excess of this figure—less income from 
processing taxes. 

Relief and recovery outlay, not actually esti- 
mated, is placed at one to three billion dollars. 





New Blow at Trade Barriers: 
The Pact With Switzerland 


With Switzerland, a small land but having a 
relatively large foreign trade, Uncle Sam makes 
a bargain in the tenth reciprocal trade agree- 
ment. 

Concessions to the United States: Doubling of 
import quotas on wheat, fruits, lumber, aulomo- 
biles, oif; some slight reductions in tariffs, which 
are already low. 

Concessions to Switzerland: Duty reduciions on 
59 items which had been adversely affected by 
the higher Smoot-Hawley tariffs of 1930, this 
Act having brought Swiss quota restrictions as 
a retaliation. 

Doubling of trade to pre-1930 levels is the 
hoped-for objective. 





The Jackson Day Address: 
A Pledge and a Defiance 


“We will not retreat.” 

So declares President Roosevelt in a Jackson 
Day address to Democrats but widened in its 
appeal to those of all parties or of no party. 

His words follow by 58 hours the crisis in his 





invalidation of the farm control law and, through 
its sweeping implications, of other New Deal 
laws. 

Specifically he pledges the Administration to 
continued efforts to bring “justice and prosper- 
ity” to agriculture and to continued warfare 
against the “small minority of business men and 
financiers who seek to plow under their fellow 
citizens.” 

Likening himself to Andrew Jackson, bitterly 
fought by “entrenched greed,” the President calls 
on his friends to constitute themselves commit- 
tees of one to learn and spread the facts so as to 
counteract the “misrepresentation” of his foes. 





Neutrality: New Patterns 
By Study of Past Failures 


America’s will to peace registers in Congress 
as high pressure for speedy enactment of a new 
Neutrality Act. All pending bills would abandon 
the historic doctrine of freedom of the seas, 
clamp down on arms trade with belligerents. 

House committee hearings on an Administra- 
tion bill go forward as a Senate committee seeks 
to uncover evidence that trade with allied na- 
tions drew the United States into the World 
War. Partners of J. P. Morgan aid Company re- 
veal the inside story of handling three billion 
dollars’ worth of war orders, on which they re- 
ceived commissions, but assert that 80 per cent 
of the loans they advanced were ampiy secured 
and needed no victory of the Allies to make them 





House committee hears witnesses assert that 
not trade, but “administration incompetence,” 
insisting on freedom of the seas, was responsible 
for American participation in the war; that arms 
embargoes strengthen the strong nations abroad 
and weaken the weak. 





Digging in For an Era 
Of “Law of the Sword” 


Hopes fade for limitations of armaments. 
Abroad, Japan prepares to withdraw from the 
London Naval Conference because other powers 


+ formed, 


refuse to grant parity to her in allowable naval | 


Strength. 


At home, the new budget assigns 938 million | 


dollars to defense, the largest sum since the war 
years and their immediate aftermath. 

Thus Uncle Sam digs in against an indicated 
return to an era of the law of the sword. 





Further Attempts to Draft 
A National Industrial Policy 


In a week that brings a further fading of Con- 
gressional powers to carry out any national plan, 
Coordinator of Industrial Cooperation Berry 
summons representatives of business and labor 
to formulate a national industria! policy. 

Spokesmen for management in attendance 
number 90; those for labor, 30. To committees 
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That— 

President Roosevelt has been con- 
fidentially advised by his leaders in 
Congress and is taking seriously 
the suggestion that he sign the 
soldiers’ bonus bill when it reaches 
him shortly. 


That— 

Backstage New Deal policy guiders 
are kicking themselves for not 
having encouraged quick court 
tests of the NRA and the AAA in 
late 1933 and early 1934 when pub- 
lic sentiment was different than it 
is today. 


That— 

The inside explanation for the ab- 
sence of any estimate in the bud- 
get for relief during the year to 
begin July 1 is to be found in a 
recommendation of WPA Admin- 
istrator Hopkins, which, insiders 
say, suggested that public attitude 
toward the Work Program might be 
different two months from now 
after the kinks are ironed out and 


checks have been flowing regulariy. 
* * x 


That— 


rather 
That— 
Strong inside lines are being laid 


to balk a move in Congress to in- 
vestigate reliet and work relief ex- 
penditures of the last 30 months. 


Federal regulation of foods, drugs 
and cosmetics will be considerably 
amended before it is reported to 
the House. 
move lies in the House Commit- 
tee on Interstate and Foreign 
Commerce correspondence, which x * x 
shows more popular interest in this 
bill than in any other measure in 
the last few years. 


The undisclosed reason why the 
Administration neutrality bill pro- 
vides for “quota” rather than em- 
bargo restrictions on materials es- 
sential to war is to get around the 
legal objection of penalizing any 
group of American producers 
than 
equally by allowing normal trade 
with belligerents. 


That— 


Reason behind the 
came directly from 
House. 


That— 


The real reason Dr. Rexford Guy 
Tugwell, Undersecretary of Agri- 
culture, is privately credited with 
having scored a victory over James 
Postmaster 
springs from the fact that Mr. 
Roosevelt has accepted Dr. Tug- 
well’s advice for a worker-farmer 
Mr. Farley ob- 
jected to Dr. Tugwell’s plan because 
the appeal was based on a class 


* * * 


A. Farley, 


political alliance. 


set-up. 
treating them all x * x 
That— 


Certain higher-ups are trying to 
use roundabout methods to force 
all WPA jobs paying more than 


: $1,800 a year into the patronage 
That— arena. 
Word is being passed around that ¥ 
the Copeland Senate bill to tighten That— 


It is not yet publicly known that 
the veto for a census of the coun- 
try’s unemployed, all ready to go 
ahead as a work relief project, 
the White 


Under the new White House cen- 


sorship over New Deal speeches, 
according to those in the know, all 
that is required is that the Cab- 
inet member or other> prominent 
New Dealer call an aide to the 
President and give the gist of his 
intended remarks. These then are 
shown to Mr. Roosevelt and unless 
objection is heard the speech goes 
ma. * >? 


That— 

Although further simplification of 
operations is officially given as the 
reason for liquidating the second 
Export-Import Bank, officials 
quietly hint that the determining 
factor was the lack of demand for 
Government financing of imports 
and exports. 


General, 


That— 

Top officials privately predict the 
Federal Surplus Commodities Cor- 
poration, formerly known as the 
Federal Surplus Relief Corpora- 
tion, will be retained irrespective 
of what is done with the AAA, 
which now has jurisdiction over it. 
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representatives for consumers will be 
appointed by the Consumers’ Council, formerly 
of the NRA but now in the Department of 
Labor. 

Topics on which formulation of policy is sought 
are: Limitation of the work week, minimum 
wage and child labor laws, fair trade practices, 
internal and foreign competition affecting 
American standards of wages and working condi- 
tions, anti-trust laws and aid te small enter- 
prises. 

Most of the largest industries continue to boy- 
cott the conferences. 





34,000 Miles of Roads: 
PWA Boasts of Its Work 


A highway extending completely around the 
earth at the equator, with 6,000 miles to spare 
—such is the total length of roads built in the 
past two years by the aid of public works funds. 
A total of 3,000 miles additionai is in course of 
construction, making a grand aggregate of 34,- 
000 miles. 

The cost: 622 million dollars. 

Such is the exhibit which PWA Administrator 
Ickes presents as an offset to a statement which 
he quotes from a recent address of Alfred P. 
Sloan, president of General Motus Corporation. 

Mr. Sloan’s statement: “Government expend- 
itures do not create wealth.” 

Mr. Ickes’ comment: “Why is the building of 
roads any less a creation of wealth than the 
building of the cars that travel on the roads?” 





Railway Pension Act 
Under Fire in Court 


Acting in unison, 135 railroads seek the shel- 
ter of the Supreme Court against the law which 
would compel them to provide pensions for their 
employes. 

Their first move is to ask the District of 
Columbia lower court to declare the Railroad 
Pension laws invalid. 

The laws are two—one levying a tax on pay 
rolls and the other directing the payment of 
pensions from Federal revenues. 

This round-about way of providing pensions 
was enacted into law last Summer as a detour 
around a Supreme Court decision. The Court 
had ruled that the roads might not be com- 
pelled directly to pay the pensions, this being 
no part of regulating interstate transportation. 





New “TVA’s” in Offing— 
If First One Survives 


While Uncle Sam’s power project and “yard- 
stick,” the Tennessee Valley Authority, awaits 
a Supreme Court pronouncement on its future, 
two other projects of even wider scope are ad- 
vanced for Congressional consideration. 

One is a proposal by Senator Norris (Rep.), of 
Nebraska, legislative father of the TVA, for a 
similar corporation to develop anc sell power in 
the Mississippi Valley. 

The other, sponsored by Representative Sam 
Rayburn (Dem.), of Texas, would authorize the 
Ioan of 100 million dollars for each of the next 
ten years to finance rural electrification. Money 
would be advanced at low rates to public bodies 
and non-profit corporations, 40 years being al- 
lowed for repayment. 





Calling a Temporary Halt 
To Attacks On Utility Act 


The Public Utility Act wins a respite from 
court attacks by the utility industry. 

It comes about through refusal of the District 
of Columbia Supreme Court to grant seven in- 
junctions sought against the Securities and Ex- 
change Commission to prevent it from enforcing 
the law. 

Since the remainder of the 50 odd injunction 
suits brought elsewhere were expected to be 
routed through this same court, the SEC having 
its domicile in the District of Columbia, this de- 
cision brihgs all to a halt. 

Test of the law now comes through the SEC’s 
own suit at Philadelphia, where « court order is 
asked to compel the Electric Bond and Share 
Company to register under the Act and trim its 
management and corporate structure to the pat- 
tern laid down by the law. 

The law prescribes readjustment of holding 
company systems into regional units by 1940. 





Other Outstanding Events 
Of a Momentous Week 


STABLIZATION FUND’S LIFE is extended for an- 
other year by Presidential proclamation. Con- 
tinued also thereby is the Presiaent’s authority 
to adjust the gold content of the dollar. 

Low-cost Homes for farm families torn from 
their moorings by the depression are soon to rise 
in 288 projects approved by the Resettlement 
Administration. Forty-five suosistence home- 
stead projects, formerly planned, are dropped 
from the schedule. District of Columbia lower 
court enjoins one low-cost housing enterprise. 

WoORK-RELIEF Joss reach a total of 3,541,000. 
So reports the President, noting attainment of 
his declared objective. 

FaRM MortcaGE Act, as amended last year to 
correct unconstitutionality, is upheld by Federal 
District Court at Louisville, Ky. The ground: 
Congress may give the same protection to farm- 
ers as to corporations. 

REGULATION FOR NATURAL GAS INoUSTRY is urged 
on the Senate by the Federal Trade Commission, 
which reports 16 “evils” and makes seven recom- 
mendations. 






































| 








January 13, 1936 


The United States News 

















‘Tomorrow 


A LOOK AHEAD 











[Continued from Page 1.) 
to spend and ability of New Deal 
to pay out. 


¢ Bonus and work relief and 
bounties paid farmers on now 
illegal contracts suggest that 
spending total may pass ten bil- 
lions for present calendar year. 
Receipts, if pay roll taxes are 
held up, may be scarcely more 
than five billions. 


If not another cent moves, 

government stands to lose 
quarter of billion from budget es- 
timates this year—processing 
taxes will be about half a billion 
less than expected and benefit 
payments only quarter of billion 
less. To this must be added 
amounts Congress will provide 
to pay farmers, probably another 


quarter billion. 

¢ New taxes appear certain now 
but these are likely to be de- 

layed until after election al- 

though some observers expect 

new processing taxes this ses- 

sion. 


The Bonus: This bill prob- 

ably will be resting on White 
House doorstep within next fort- 
night. Final enactment over cer- 
tain presidential veto likely early 
in February. This does not mean 
that veterans can step up imme- 
diately and get cash. At least 
three months will be needed be- 
fore paying machinery can be 
put in order. Methods of paying 
off bonus stil] uncertain. Effort 
in Senate to amend House bill to 
provide specific appropriation 
will be defeated. Bond issue still 
most likely method. 


Qj Neutrality: Administration 
neutrality bill has been so 
drawn as to avoid big controver- 
sial issue—mandatory vs. discre- 
.tionary power for President. Mr. 
Roosevelt was ready to give in on 
his demands for discretion to ap- 
ply restrictions against one bel- 
ligerent and not other because he 
did not wish to precipitate issue 
politically at this time. He had 
been informed Senate would not 
pass discretionary legislation. 


| When administration bill 
comes up this week an at- 
tempt will be made to substitute 
parts of more drastic mandatory 
measure. Administration bill wil] 
not be radically changed before 
passage. One section on which 
debate will center would give 
President right to determine ba- 
sic period of years for working 
out “normal” shipments of key 
materials. Shipments above this 
point are to be placed on embargo 
list to all belligerents when nec- 
essary for security and neu- 
trality. 


Relief; Status of those on re- 

lief will be better during 
next few months than at any time 
since federal government stepped 
into picture. Reasons: Aggre- 
gate of funds being spent on 
work relief and by states and 
cities for direct relief is much 
Jarger than former relief alloca- 
tions. Also relief agencies are 
better organized. 


Payment of bonus will mean 
decline in expenditures for 
relief as Hopkins intends to stop 
work relief payments to veterans 
receiving bonus. Officials do not 


WHAT DOES 





| Court Leaves Congress Wide Powers 
Under the Constitution 


| 





‘,ULL import of the Supreme Court 
decision holding unconstitutional 
essential provisions of the Agricul- 
tural Adjustment Act, cannot now be 
fixed. It must awalt a determina- 
tion of the political and economic 
consequences of the decision, as well 
as its bearing upon the constitu- 
tionality of other recent legislation. 
A first impression of its signifi- 


Supreme Court since the famous de- 
cisions arising out of the reconstruc- 


tion period will so materially affect | 


the relationship of the Federal Gov- 
ernment to the people. Both in its 
direct result and in its probably 
future consequences, the AAA deci- 
sion surpasses in importance the 


Schechter decision striking down | 


NRA and even the decision uphold- 


| ing abrogation of the gold clause. 


The direct result is that processors 
of cotton, wheat, tobacco, rice, etc., 


| may no longer be required to pay 


| AAA processing taxes. 


Producers of 
these products may no longer re- 


| ceive AAA benefit and rental pay- 


ments for curtailing their produc- 
tion. 


| EXACT EFFECTS UNKOWN 


The implications of the decision 


| are many and varied but they are 


| spending powers of Congress? 


not so clear cut. 

What will be the exact effect of 
the decision on the taxing and 
No 
one knows. 

What is the extent of the limita- 


| tions the decision has erected on 
farm-aid legislation and the scope of | 


its application to other New Deal 
enactments? A close study of both 


| the majority and the minority opin- 
ions does not furnish any certain | 


answer. 
In the AAA decision the Supreme 
Court construed and applied for the 


| unconstitutional one. 
| Was necessary to the final decision. 
| It is also regarded as important in 
cance is that no adjudication by the | 





ing to the majority opinion may be 
stated as follows: 

1—The processors against whom 
the AAA tax was levied had a legal 


tax on the ground that the use 


+ 
| 


| 
| 





made of the tax proceeds was an | 


(This ruling 


considering the right of the tax- 
payer to challenge other New Deal 
legislation, such as the Social Se- 
curity Act. The Supreme Court 
previously has held—and the ma- 


| jority opinion reiterates, that a tax- 
| payer may not question expenditures 
| from the Federal treasury on the 


ground that alleged unlawful ex- 
penditures will deplete the ‘public 
funds and thus increase the burden 
of taxation.] 

2.—(a) The sole object of AAA, 


to restore the purchasing power of | 


agricultural products, is achieved 
primarily by a regulatory scheme. 
(b) The Act is one regulating agri- 
cultural production, and (c) while 
the tax plays an indispensable part 
in it, it is a mere incident to such 
regulation. [The opinion concludes, 
inferentially, that a Federal excise 
tax on the processing of agricultural 
products would be a valid tax if it 
stood alone and had no relation to 
a plan to control production of such 
commodities. The opinion also infers 
that there Is no constitutional ob- 
jection to exacting a tax from one 


| class of persons to effectuate regula- 


| 


first time the so-called “general wel- | 


fare” clause of the Constitution, ac- 


| cepting the so-called Hamiltonian 


theory that Congress has the power 
to tax and spend for the general 
welfare in fields in which its other 
express powers give it no control. 
Eminent constitutionai lawyers have 
expressed the view that adoption of 
the Hamiltonian theory by all mem- 
bers of the court may well prove to 
be the most 
consequence of the AAA decision. 


CONCLUSION OF MAJORITY 


important ultimate | 


It is in the secondary decisions of | 


the court—those leading to the con- 
cluding decision that Congress has 
no power to impose the AAA proces- 


| sing tax—that the significance of 


the majority opinion transcends 
even its tremendous immediate re- 
sult. 

The conclusions reached by the 


know, and probably will not 
know for two months or more, 
what future relief needs will be. 
This explains why relief esti- 
mates were eliminated from the 


budget. 


Labor: AAA decision gives 


powerful impetus to labor. 


groups wishing to amend consti- 
tution. Industrial union faction 
sees law—Guffey Coal Act—on 
which its hopes chiefly based, 
rendered null and void. Hence 
big push for action, in which 
more conservative groups will 
follow a short way behind. Ex- 
pect more talk of a Labor Party, 
seeking aid from farmers and 
Liberals. Labor Relations Act 
not specifically damaged by deci- 
sion but implications are damag- 
ing against making it for more 
than very limited scope. 
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tion for the benefit of another class 


| in respect to a matter as to which 


the Federal Government has the 


power of regulation.] 


POWER TO TAX 


3.—(a) Article I, Section 8, clause 
1 of the Constitution, conferring 
power on Congress to “lay taxes, 
duties, imposts and excises, to pay 
debts and provide for the common 
defence and general welfare of the 
United States” does not grant power 
to provide for the general welfare 
independently of the taxing power. 
(b) The clause does grant power to 
tax for the purpose of providing 
funds, and impliedly, to spend 
funds, for the payment of the na- 
tion’s debts and making provision 
for the general welfare. (c) The 
true construction of the clause is 
that the power of Congress to au- 
thorize expenditure of public 
moneys for public purposes is not 
limited by the direct grants of legis- 
lative power found in the Constitu- 
tion, such as the power to regulate 
commerce, to coin money, etc. (d) 
But the power to spend is not with- 
out limitations, the extent of which 
is not now required to be deter- 


| mined, but one of which is that the 
| purpose must be national, as dis- 


tinguished from local, in scope. 
4.—(a) The statutory plan of the 
Agricultural Adjustment Act to reg- 
ulate and control agricultural pro- 
duction is a matter beyond the 
powers of the Federal Government 
and invades the powers reserved to 
the States under the Tenth Amend- 
ment. (b) The tax, the appropria- 
tion of the funds raised, and the di- 
rection for their disbursement are 
but means to an unconstitutional 
end. (c) It is an established prin- 
ciple that attainment by Congress 
of a prohibited end may not be ac- 
complished under the pretext of the 
exertion of powers which are 
granted, and this principle is as ap- 
plicable to the taxing and spend- 
ing power as to any other Federal 
power. [The majority conceded 
that the power of taxation may be 
adopted as a means to carry into 
operation another power expressly 


| granted “but resort to the taxing 


| power to effectuate an end which is 


not legitimate, not within the scope 
of the Constitution, is obviously in- 
admissible.’’] 

PURCHASING COMPLIANCE 


5.—(a) 
power be used by Congress to raise 


| the money necessary “to purchase 


a compliance wnich Congress is 
powerless to command.” (b) The 
plan of benefit and rental payments 
is not voluntary but constitutes co- 


| erction by economic pressure. (c) 


But even though the plan were one 
for voluntary cooperation it would 
stand no better, so far as Federal 


| power is concerned, since at best, 


it is a scheme for purchasing with 


| Federal funds submission to Federal 


regulation of a subject reserved to 
the States. (d) Congress cannot in- 


| vade State jurisdiction to compel 
| individual action and neither can 
| it purchase such action. 


6.—Since there was no power in 


| Congress to impose the AAA proces- 
| sing tax, it could not lawfully ratify 
| or confirm what the Secretary of 
| Agriculture had done in that regard 


The minority opinion disagreed 
most vehemently with the conclu- 


‘GENERAL WELFARE’ MEAN? 





sions of the majority summarized in 
paragraphs 2 and 5. The three jus- 
tices who subscribed to the minority 
opinion, Stone, Brandeis and Car- 
dozo, do not commit themselves, 
however, to any holding that the 
Federal Government could directly 
and compulsorily control agricul- 
tural production 


STATUTES BEFORE COURT 
The question of the validity of five 
other New Deal statutes is involved 


right to question the validity of the | in five cases on the docket of the 
| Supreme Court. 


Cases relating to the constitu- 
tionality of the TVA and the Cotton 
Control Act await the decision of the 
court which may be forthcoming at 
any time. 

Cases involving the constitutional- 
ity of the Bituminous Coal Conser- 
vation (Guffey) Act and the con- 


| demnation authority of the Federal 


Government under the public works 
provision of the National Recovery 


| Act will be argued in March. 


| Guffey Coal Act. 


The Supreme Court has not yet 
consented to consider a case on its 


docket arising under the Securities . 


Act of 1933. 

Cases in the lower courts which 
will find their way eventually to the 
Supreme Court involve the validity 
of the Public Utility Act of 1935 (the 
Holding Company Act), the National 
Labor Relations Act. The Securi- 
ties Exchange Act of 1934 and the 
Railroad Retirement Act of 1935. 

No suit has yet been instituted 
challenged the Social Security Act. 

The AAA decision indicates the 
probability that the Bankheat Cot- 
ton Control Act will be held un- 
constitutional. If so, that decision 
would apply also to the Tobacco 
Control Act, the Potato Control Act 
of 1935, and probably also to the 
Legal experts de- 
clare that beyond this it is hazard- 
ous to guess as to the outcome of 








The AAA Farm Contracts 


A FORMAL contract entered into by the United States Govern- 
"ment and more than 3,000,000 individual farmers provided the 
point on which turned the legality of the Agricultural Adjustment 


Act. 


Six justices of the Supreme Court decided that farmers, in effect, 
were coerced by the AAA plan into giving the Government powers 


that it does not possess directly under the Constitution. 


thought otherwise. 


Three 


Just what points did these contracts cover? 
Each one—differing for different commodities—is a formidable 


legal document of many thousands of words. 


agreed: 


Briefly, the farmer 


1.—To use no more than a set percentage of his acres to grow the 


crop to be controlled. 


2.—To withhold use of the acres made idle, from the growing of 
other crops which the Government was seeking to control. 
3.—To confine use of idle acres to planting of soil improving or 


erosion preventing cr-»s. 


4.—To permit Government agents to inspect records and measure 
crops to determine whether the contract is complied with. 

Briefly, too, the Secretary of Agriculture, for Uncle Sam, agreed to: 

1.—To make payments to the farmers who signed contracts in the 
form of rent for the acres they hold out of use, or in the form of 


bounties. 


2.—To determine the amount of the payment by a formula, and 
likewise to determine the time and form of payment. 

3.—To perform a number of technical legal details. 

Whether this contract was a voluntary contract in fact, or whether 
it was used to require farmers to submit to a regulation which could 


not otherwise be enforced, became one point at issue. 


Millions of 


| eral welfare. 





farmers signed these contracts in 1933, 1934 and 1935. 





other New Deal laws, on the basis 
alone of the court’s actual decision 


| and conclusions in the AAA case. 


In construing and applying the 


“general welfare” clause of the con- | 


stitution in the AAA decision, the 
Supreme Court was called on to de- 
cide between the Madison and the 
Hamilton conceptions of the clause. 

The general welfare clause had 


never before been passed upon 
by the court. ‘This is the way it 
happened to come before the court 
on the present occasion: The prob- 
lem faced by the court, as previ- 
ously explained, was whether the 
legislation providing for the process- 
ing taxes and the expenditure of the 
proceeds to compensate the farm- 
er for joining in 


the production- | 


a. 





> 
control program, is contrary to the 


provision of the Constitution. 

The Constitution says Congress 
shall have the power to lay and 
collect taxes to provide for the gen- 
Early in American 
history the scope of this clause was 
debated heatedly in Congress and at 
that time there developed the op- 
posing theories of Madison and 
Hamilton. 

Madison’s view was that taxes 
could be levied and the proceeds ap- 
propriated only for those subject 
matters which Congress could regu- 
late. Hamilton maintained that the 
taxing clause conferred a power 
separate and distinct from the 
emumerated powers of Congress and 
that the genera! welfare for which 
Congress might tax included mat- 
ters other tnan those which Con- 
gress could regulate under the 
specific powers elsewhere delegated 
to it by the Constitution. 

The minority justices — Stone, 
Brandeis and Cardozo, do not dis- 
agree with the majority view that 
Hamilton’s theory as espoused by 
Mr. Justice Story in his Commen- 
taries is correct though there may be 


| a difference of opinion as to the scope 


of the Hamilton and Story inter- 
pretation. 
The majority opinion does not di- 


rectly decide the issue whether Con- 


gress could levy excise taxes on the 


| processing of agricultural commodi- 
| ties and appropriate from the gen- 


eral funds of the Treasury benefit 


| payments in the nature of subsi- 
| dies to the producers of such com- 


modities. But the court did decide 
that the AAA scheme was uncon- 
stitutional because coercive condi- 
tions embracing production control 


| were attached to it. 


[The eftect of the AAA decision on 
the Administration’s farm program is 
discussed on page 5. Excerpts from 
the majority and minority opinions 
are printed at length on page 16.] 
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er rent 

traces the emotions of the White House 

moved considerably upward toward the end 
of the past week after the dip of Monday. Not 
that the new peak of hope which rose with the 
President’s hint of “a way out,” offered at Fri- 
day’s press conference entirely compensated for 
the valley of the shadow caused by the devas- 
tating pronouncement of the black-gowned 
Olympians of the Bench. But much of the mufrk 
in the official atmosphere was dissipated as the 
White House advisors continued their confer- 
ences over the week-end. 


MONDAY WAS A BLUE DAY 


It was on a bluish Monday, the President sat 
in his office with Secretary of War Dern, Major 
General Edward Markham and his Secretary 
Marvin McIntyre. Out in Secretary Early’s of- 
fice a news-ticker was jerking along, recording 
the news of the budget message. Suddenly the 
story broke and the clacking type-bars an- 
nounced that, at his towering desk in the Greek 
Temple that is the Supreme Court, Justice Rob- 
erts was beginning to read the majority opinion 
in the case of Hoosac Mills against the United 
States Government. 

The first sentences were non-committal, then 
came the indication that the decision was against 
the Triple A, then the “adds.” 

Secretary Early tore off the sheet and carried 
it into the Oval Office. 

Even the most optimistic of the New Dealers 
had little hope for a wholly favorable verdict 
but there could be no disguising the fact that 
when its sweeping terms were learned, a pall 
descended over the White House. 

When the President read the bulletins he did 
just what would be expected. He smiled. What 
he said isn’t recorded. A little later a statement 
was issued announcing the first of many con- 
ferences that were to follow. There was only 
one significant note in the brief message. It 
stated that a study was being made “of the Su- 
preme Court’s decision and the dissenting 
opinion.” 

This phrase was repeated later at a press con- 
ference the next afternoon. Secretary Wallace 
also called attention to “both” opinions in a short 
radio broadcast and the President used the sen- 
tence again in his Jackson Day speech. 


NO TIME FOR A SIMILE 


The next expression from the White House 
indicated that there would be no further com- 
ment from the President immediately. He had 
discoursed at some length on the NRA decision 
but it was plain that the “horse-and-buggy” 
simile he had used in that connection would re- 
main in the barn this time, 
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AAA Shadows Over the White 


House—A Dark Week Finds a Ray of Sunlight | 


Before It Ends—Invoking the Spirit of ‘Old Hickory’ 


—Wide World, 
“WE WILL NOT RETREAT” 
The President outlines the basic issues in the forth- 
coming national political campaign in his address 
to the Jackson Day diners. 





The morning call and the somewhat lengthy 
statement of Senator Bankhead concerning his 
plan for a farm-tenant bill were soon forgotten, 
as Secretary Wallace hurried to the White House, 
with him Triple-A Administrator Davis and At- 
torney General Cummings. They remained until 
five but announced no plans. Many bills had 
been drafted, Administrator Davis admitted, but 
no program was decided upon. Senator Bank- 
head who, with Representative Jones, was also 
present, was the only one to comment on the 
opinions. In his eyes the minority opinion was 
“a legal classic” and Justice Stone’s “last four or 
five pages” he characterized as “as fine a stump 
speech as I ever heard on political philosophy.” 


CONVERSATION PIECE 


The next day was Press Conference day but the 
group who attend the early meeting presided over 
by Secretary Early had no hopes of “news.” The 
only banter was provided by one of the news- 
paper men who asked if the reception to the Ju- 














diciary to be held the following Thursday would 
be called off. Some one else added: “Oh, they'll 
be here—all three of them.” That served to clear 
the atmosphere a little and indeed later when 
the press filed in to find the President showing 
no signs of constraint except perhaps just a little 
tightening of the lips, the tension was further 
lessened. The men knew they had to ask their 
questions, they knew that they would be parried 
or refused reply, the Chief Executive’s prerogative. 
The questions came, were repeated in different 
form and all met the same response, smile un- 
diminshed, cigarette holder in stable equilibrium. 
No news today on that. And there wasn’t. 
There was the promise, however, that Con- 
gress would be asked to appropriate money to 
carry out, in good faith, as a matter of decent 
morals, the crop-reduction contracts with the 
farmers made in 1935. There were a few ques- 
tions on the Pinchot-Roosevelt correspondence 
but it yielded nothing and seemed inconsequen- 
tial. It was a short conference. 
But a long day. 


“COME IN—THE WATER'S FINE” 


At 6 o’clock the President was in the pool with 
one of his associates, one of his sons and a friend. 
Here Mrs. Roosevelt joined them. She was a 
little worried, expecting to find an atmosphere 
of restraint. To her suprise and, she admitted, 
somewhat to her annoyance, she found everybody 
“feeling fine.” 

She was still a little apprehensive, however, 
when the family gathered at the dinner table, 
expecting at least to be plunged into a discussion 
of very current history. 

Once more she was surprised for throughout 
the meal the discussion got very little nearer the 
affairs of the day than the Renaissance. After 
dinner the President was deep in his preparation 
of Wednesday evening’s speech. 

The next day was much like the rest, with 
another conference with Secretary Wallace but 
no public pronouncements. The speech must be 
finished so the afternoon was left open. In the 
morning were routine callers, among them one 
who had requested an audience and who has 
been at times a bitter opponent, at others, a 
supporter of New Deal measures. Father Cough- 
lin, Detroit radio priest, robed in heavy fur coat, 
smiling. 

He came, he said, on a purely “social call” but 








} —Underwood & Underwood. 
A VISIT FROM A CRITIC 

Father Charles E. Coughlin, Detroit radio priest, 

calling at the White House, announces that he 

will bring suit to test the constitutionality of the 
Federal Reserve Act of 1913. 








later announced that he would start suit to test 
the constitutionality of the Federal Reserve Act. 

Came the eventide and taxis three deep jam- 
med the entrances of the two hotels where were 
gathering, respectively, Jacksonites, senior and 
junior, one to hear the Presidential candidate 
speak in person, the other to hear Mrs. Roose- 
velt and others address them while they awaited 
the President’s words on the loud speaker. 


THE CALL TO ARMS 


Then came the speech itself, with its interest- 
ing historical comparisons between Old Hickory 
and his regime and the President and his; the 
appeal to all, regardless of party, to join in the 
cause of the average man; the announcement 
of friendly messages from families and from busi- 
ness men commenting on the previous speech; 
the appeal to liberalism and to youth and the 
final cry, that “they and we shall not retreat” 
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ple” into the embrace of the challenge). 

At the beginning there was another impro- 
visation. The President picked up the menu and 
program card and read from it the famous toast 
of Andrew Jackson that caused such consterna- 
tion to Calhoun that he spilled his wine as he 
drank it. The President read it: “To the Federal 
Union: it must be preserved.” 

Comment divided rather neatly on party lines 
—or, to be more meticulous in these days of 
scrambled partisanship—according to pro and 
anti New Deal leanings. 

The next day was filled with conferences and 
at night came the staid reception to the Judiciary 
when the members of the Court which had placed 
its heavy hand on the New Deal’s shoulder, filed 
by to shake the President’s. One of the friendly 
dissenters, Justice Brandeis, was absent and two 
on the “other side’; Justices McReynolds and 
Butler. However, despite the recent unpleasant- 
ness society reporters chronicled that a good time 
was had by all. 

Friday came the press conference. Rather 
hopelessly the questions were offered on “What 
next?” 

Finally the President spoke. The first sugges- 
tion after three days of solemn silence that the 
New Deal had found a way out of what seemed 
a hopeless impasse. 


THE SILENCE IS BROKEN 


The President leaned back and talked for some 
minutes longer than he has on any single topic 
for some time, beginning with the statement that 
it was his responsibility to think of agriculture 
in terms of 48 States, as a national and not a lo- 
cal problem. 

In effect it was a restatement of a pronounce- 
ment of his own made last October when he 
spoke of the need of a permanent farm policy. 
For quotation he said: 

“We must avoid any national agricultural pol- 
icy that will result in shipping our soil fertility 
to foreign nations.” 

The program, long discussed, had been drafted 
as a bill but not definitely accepted as the sub- 
stitute for the Triple-A. For the most part, the 
President’s remarks were rebuttal of the theory 
of subsidized exports, which, he said, would 
mean pauperizing the soil, bringing back the 
curse of the dust storms, the mad rush for cul- 
tivating more acres and the twin evils of deple- 
tion of fertility and overproduction. 

This and the new proclamation extending the 
Gold Act of 1934 were the only subjects dis- 
cussed. But there was enough to fill columns. 

So the week moved, a little more merrily than 
it had begun, toward a close. 

H. R. BAUKHAGE. 
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Supreme Court and the AAA 


By HENRY A. WALLACE 
Secretary of Agriculture 

HEN, on May 27, 1935, the National Industrial 

Recovery Act was ruled unconstitutional by 
the Supreme Court, farm leaders and the Con- 
gress endeavored to profit by that decision and 
took what seemed to them the necessary steps 
to strengthen constitutional defects in the Agri- 
cultural Adjustment Act. On January 6, 1936, 
* * * the Agricultural Adjustment Act was de- 
clared unconstitutional by a majority of the 
Supreme Court of the United 
States, three members of the 
Court dissenting. * * * As 
an immediate consequence of 
the Supreme Court’s de- 
cision, processing tax collec- 
tions have been stopped, : 
benefit payments have been : 
cut off, and the whole ma- 
chinery of the Agricultural 
Adjustment Administration 
has necessarily come to a 
pause. Sign-up campaigns 
for the 1936 adjustment pro- 
grams have, of course, io Heary A. Wallace 
halted. For the benefit of those who are still 
owed money by the Government on contracts 
entered into before the Supreme Court decision, 
the majority leaders of Congress have given as- 
surance that they will do everything in their 
power to speed the enactment of special appro- 
priations to enable the Government to make good 
on these contracts. Meanwhile we are studying 
every possible avenue of approach to a sound, 
Satisfactory farm program. 

We hope that the immediate effect of the Su- 
preme Court decision on farm prices will not be 
serious. Exactly what the effects will be six or 
nine months hence, it is impossibie to say. Con- 
cerning the long-time effects it is easier to reach 
an opinion. At any rate I thought so in July of 
1934. An opinion expressed at that time is 
sufficiently removed from the excitement of the 
moment to be calm and, I believe, unprejudiced. 
I should like to have you consider three para- 
graphs I wrote ir July, 1934, and published in a 
book in the Fall of that year. These paragraphs 
are as follows: 

“I would not mind seeing the processing tax 
and acreage control abolished in 1936 if we have 
something better to take its place. But unless 
we have built up greatly increased foreign pur- 
chasing power by reducing tariffs, or unless we 
Start loaning money outside the United States to 
enable foreign nations to buy our surplus, I am 
afraid that dropping the processing tax and 








acreage control in 1936 would result, with the 
ordinary run of weather, in a repetition within 
a few years of the 1932 situation. 

“In saying this I realize quite well that during 
the first year or two after the 1emoval of the 
processing taxes, the result might seem quite 
happy, indeed. In the case of a product like 
hogs, I would anticipate that a sudden removal 
of the processing tax might result in some in- 
crease in cash prices. If this comes at the same 
time that there is a reduced production result- 
ing from the previous production control, the 
outcome would be to cause unthinking farmers 
to say, ‘Isn’t it fine without the processing tax? 
Look how much better off we are without it.’ 

“It is exceedingly important now to weigh all 
the possible substitutes for a processing tax. 
If no substitute is provided, and foreign pur- 
chasing power has not been increased by reduced 
tariffs, I am very much afraid that farm prod- 
uct prices within three years will be down again 
to a point where they will buy only half as much 
city products as they should buy in order to give 
this country a balanced prosperity. No one 
wants a repetition of 1932.” 

This concludes my analysis of the present sit- 
uation as made in 1934. It woula be premature 
to say more than this until the wise leaders of 
Congress and agriculture have had an oppor- 
tunity to counsel together. 

[From a radio address over the National Farm 

and Home Hour Jan. 7, 1936.] 





Business Privacy and the SEC 


By JAMES M. LANDIS 

Chairman, Securities and Exchange Commission 
MERICAN business has generally accepted the 
principles of the Securities Acts. By this I 
do not mean to imply that differences of opin- 
ion do not exist, but they relate primarily to 
matters of detail rather than principle. The ex- 
tent to which disclosure is demanded is fre- 
quently challenged upon two grounds, that of 
utility when weighed against burden, and that 
of infringement upon matters of justifiable cor- 

porate or personal privacy. 

Te grounds of difference between the Com- 
mission and some portions of maiagement as to 
the utility of making certain facts public spring 
from a general failure to appreciate the sig- 
nificance of two factors. 

The first is the function of the expert in in- 
vestment. That his judgments permeate the en- 
tire field, is obvious from an examination of the 
channels through which the corporate appeal 
for funds is made. Consequently adequately 
supplying his needs means stimulating the ef- 
fectiveness of the gaivanic current that flows 








from him outward to the many only average 
investors, 

The second factor is the failure to recognize 
the very great need in our economic society to 
educate as best we can the growing public that 
participate in American enterprise. A public 
that only a few years ago paid no attention to 
the possibilities of returns from its investments, 
but cared only for gains from quick apprecia- 
tion, is only now beginning to realize that earn- 
ing statements have a significance. The next 
years must be spent in inducing it to read and 
grasp the record that management makes, a rec- 
ord that must gradually become plainer. * * * 

The objection to disclosure that springs from 
ideas as to rights of privacy, is important to an- 
alyze. True, there are legitimate areas of pri- 
vacy even as against the scattered but true own- 
ers of the business. But in the years past, which 
might be characterized as the hey-day of corpo- 
rate irresponsibility, certain conceptions as to the 
right of management when contrasted with own- 
ership gained an undue weight. 

To illustrate this point, Congress and the Com- 
mission’s attitude on the disclosure of the com- 
pensation paid to executives is a case in point. 
Privacy as to individual income is an under- 
standable concept. But in a public corporation, 
and our large corporations are truly public in 
character, privacy as to compensation for work 
done stands upon a different footing. That com- 
pensation is frequently uncontrolled and is al- 
Ways payable from profits accruable to the busi- 
ness as a whole. Whatever argument can justly 
be made against such devices as pink-slip laws 
has no place here. If the sources of a man’s in- 
come are my pocket as a taxpayer or a stock- 





holder, some knowledge of what he is being per- 
mitted to take is my concern. 

True, there can be little question that the nov- 
elty of this type of disclosure has for the time 
being made it a matter of public comment by 
the curious and the idle. But little harm, if 
any, has resulted and the abuses that were once 
held up as a national scandal will hardly re- 
cur. °° © 

Thus far I have not dealt with the implica- 
tions of the third statute whose administration 
lies with cur Commission, the Public Utility Hold- 
ing Company Act of 1935. * * * A candid exami- 
nation of the Act will reveal its close relation- 
ship to the features which characterize the cor- 
porate legislation of the day. Naturally it in- 
troduces elements of direct governmental reguia- 
tion, unknown to the Securities Act, but familiar 
to the systems of State utility regulation that the 
last two decades produced. * * * In addition to 
the familiar scheme of regulation based upon 
these lines, the Act draws also upon the general 
principles of disclosure, continuing the persistent 
effort to restore the responsibility of manage- 
ment to ownership. 

In one aspect, however, it recogn:ses that the 
holding company relationship may well have so 
complicated the problems o1 intelli 
over management as to make the principle of 
disclosure an impotent means for accomplishing 
its objective. That the complication has ex- 
isted and still does exist is, of course, beyond 
question. * * * The pitiful effort made in the last 
Congress, through a flood of spurious telegrams, 
to prove that managements’ opposition was dic- 
tated by its stockholders, need not here be re- 
hearsed. 

Under circumstances such as these, Congress 
determined that in this field simplification was 
warranted. There are those who think Con- 
gress did not go far enough. They criticize as too 
conservative attempts to place limitations upon 
the holding company and would go further to 
a complete return to the old common law doc- 
trine that one corporation may not own an- 
other, * °° 

To dismiss by an empty characterization as 
novel and revolutionary an attempt to return 
to the original theory of American corporate life 
is to have no insight into the source of recent 
history. To reject it without some substitute 
solution for the pressing issue of making cor- 
porate enterprise both intelligible and respon- 
sible to the public whose savings give it being, 
is, in my judgment, not the perception of true 
conservatism but a stubbornness that refuses to 
concern itself with the destmies of our nation. 


{From an address before the Detroit Stock Ex- 
change, Jan. 6.] 


Legal Basis of the TVA 
By DAVID E. LILIENTHAL 
Director, Tennessee Valley Authority 


(THE source of the TVA electricity program lies 
in certain rather well-known engineering 
and constitutional principles. 

Congress, acting under the “commerce clause,” 
has directed the Tennessee Valley Authority to 
provide a navigable channel throughout the 
length of the Tennessee River from Knoxville to 
the mouth, near Paducah, 658 miles, and to pro- 
vide for the control of destructive floods. 


this mandate, the Board has 
proceeded to the construction 
in the main river of a series 
of high dams and dams in 
canyons on tributaries. These 
with the Wilson Dam 
at Muscle Shoals (already in 
operation), will provide con- 
trol of water and a minimum 
nine-foot navigable channel 
throughout the year. 

Here we have a familiar and 
traditional function of the 
national government, the pro- 
viding of an interstate high- 
way of transportation and the control of de- 
structive waters on an interstate stream. 


To carry out 


dams, 


he 


David Lilienthal 


Everyone knows that when water falls, there 
is power in that water, power that men have 
used from time immemorial. So when TVA lets 
water through these dams in pursuance of its 
constitutional functions with respect to naviga- 
tion and the control of floods, the question is 
not whether power should be developed—the 
power is there by the mere fact that water is 
falling. 

It is almost unthinkable that this power 
should not be made available, since with a rela- 
tively small additional investment of equipment 
it can be harnessed and put to work. And that 
is precisely what Congress has directed should 
be done. The economy of such a plan is ap- 
parent at once 
Under the so-called property clause of the 
Constitution, it is our view that Congress has 
authority and wide discretion to provide for the 
disposition of that great national property in 
electric power. The policies governing the sale 
of that public property of electricity, as written 
into the TVA Act as amended in 1935 are com- 
prehensive, and have deep social and economic 
implications. 

[From an address at the annual meeting of the 

American Historical Association, Chattanooga, 

Tenn., Dec. 29.] 
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‘THE AAA, killed in one form by a 
6-to-3 decision of the Supreme 
Court, is to be revived in a new form 
by Congress and the New Deal. 
Unlike NRA, with its planning for 
industry, AAA, with its planing for 
agriculture, is not to be permitted 
to die if Congress and the President 
have their way. 
Instead, out of White House con- 
ferences, farm leader conferences, 


FARM: 


+ 


Congressional conferences and Presi- | 


dential statements, the following 
can be set down as highly probable, 
if not certain: 

There will be a new, simplified 
form of farm production control. 

There will be a new, probably en- 
larged, system of bounties to farm- 
ers based on payments for rebuild- 
ing soil fertility. 

There will be new processing, or 
excise, taxes on farm commodities. 

There will be no subsidizing of 
farm exports if Mr. Roosevelt has his 
way. 

THE PREFERRED PLAN 

The above conclusions are based 
on authoritative and official com- 
ments made after the Government’s 
legal experts had given thorough 
study to the Supreme Court decision 
that ended the New Deal’s principal 
present experiment. 

What plans are in mind? 

At least five separate ideas for a 
new system of farm relief are get- 
ting attention in Congress and in 
executive departments. One, how- 
ever, is strongly favored by Henry 
Wallace, Secretary of Agriculture; 
Chester Davis, Administrator of the 
AAA, and President Roosevelt. It 
also commands wide support among 
farm leaders who gathered here at 
the week end. 

The favored idea calls for pay- 
ments to farmers for retiring part 
of their acres from use; and for 
planting on these acres soil-building 
crops such as grasses and clover. 
This idea of controlling land use 
through payments to farmers for 
building up the fertility of their soil 
was accepted ocfficially by President 
Roosevelt on October 25. 


A CONSERVATION PROGRAM 

At that time he made a statement, 
prepared at the instance of Mr. Wal- 
lace and Mr. Davis, which said in 
part: 

“The long-term and more perma- 
nent adjustment program will pro- 
vide positive incentives for soil con- 
servation. The benefit payments 
can be made on a basis that will en- 
courage individual farmers to adopt 
sound farm management, crop ro- 
tation and soil conservation meth- 
ods.” 

Now, as the President sees it, the 
Supreme Court may force the Gov- 
ernment, faster than it had expect- 
ed, into the plan that had been en- 
visaged. 

But what about the Supreme 
Court decision ending the present 
AAA plan? Doesn’t it close the door 
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System of Bounties to Producers Based on Soil Conservation Gains Favor; 


to an experiment of this type just as 
completely as to the plan that has 
been in effect for the past three 
seasons? 

The majority of the Court, the 
New Deal’s legal experts have ad- 
vised the President and the Secre- 


| tary of Agriculture,’in effect said 


this: 
The Federal Government cannot 
enter into a formal, specific contract 


| with the individual farmer binding 
| him, in return for a bounty pay- 


ment, to control the production of 


| cotton or wheat or hogs or any other 


commodity. Farm production is lo- 
cal and not subject to Federal regu- 


| lation through controls that force 


| farmers 


j} a conditional 


to meet conditions laid 


down in Washington. 


WHAT THE COURT SAID 

But those same legal experts point 
to a statement of a majority of the 
Supreme Court which said: 

“We are not here concerned with 
appropriation of 
money, nor with a provision that 


| if certain conditions are not com- 


plied with the appropriation shall 
no longer be available. By the agri- 


cultural adjustment act the amount | 


of the tax is appropriated to be ex- 
pended only in payment under con- 


tracts whereby the parties bind | 


| themselves to regulation by the Fed- 


eral Government. 


“There is no obvious difference | 


between a statute stating the condi- 
tions upon which moneys shall be 


| expended and one effective only 
| upon assumption of a contractual 


obligation to submit to a regulation 


| which otherwise could not be en- 
forced.” 


On those words is being built the 


|} plan for a new system of farm 


bounties to be paid to farmers on 


| condition that they plant soil-build- 














Substitute For Processing Taxes Planned 


ing crops or otherwise build up the l trol Act, similar to cotton 


tertility of their land. The idea is 
that acres taken out of use in grow- 
ing cotton or corn or wheat or other 
things will result in reduced produc- 
tion. 


STATUS OF THE AAA 

Where does all of this leave the 
present AAA? Answers, interested 
officials advise, are as follows: 


which that number of 


| of regulation. 


awaits the same fate. 
7—The Potato Control 
scheduled 
others. 
8.—Processing taxes, as levied in 
the past, are dead, not because il- 
legal in themselves but because the 
Court found them part of a system 
They may be revised 


Act is 
to go the way of the 


| as excises, 
1.—The 3,000,000 contracts under | 


farmers | 


agreed to limit the number of hogs | 


they raise, to cut their acreage of 
wheat, corn, cotton, barley, rye, 
sugar, and peanuts, are dead. As 
things now stand the lid is off pro- 


2.—The $250,000,000, approximately, 
due farmers under now invalid con- 
tracts, will require an act of Con- 
gress if they are to be paid. Such 
an act is in preparation, and faces 
almost certain enactment. 

3.—The $200,000,000 in processing 
taxes, impounded by courts, may be 
disposed of under terms of a de- 
cision still to come from the Su- 
preme Court. 

4.—The $1,000,000,000 in processing 
taxes paid into the Treasury in the 
past may be sought through legal 
actions, but Congress will be asked 
to say that the United States re- 


| fuses to allow itself to be sued for 


refunds. Congress has that power. 


COTTON LAW DOOMED 

5.—The Bankhead Cotton Control 
Act, under which the Government 
enforces a quota on each farmer, 
will be killed as soon as the Su- 
preme Court gets around to it. Jus- 
tice Roberts said, in writing the 
processing tax decision, that the 
Bankhead Act was 
farther. 

6.—The Kerr-Smith Tobacco Con- 


just a step | 





9.—Marketing agreements, used in 
control of milk marketing, fruit 
marketing and for specialty crops, 
continue in force. 

10.—Price-fixing loans on cotton 


and corn remain unaffected by the | 
; wat P Supreme Court decision for the time 
duction, but it is removed at a time | 
when substitute controls are possible. | 


being. 
EXPORT BOUNTIES OPPOSED 


Where does the new idea of a farm 
plan based upon payments to farm- 
ers for conserving the fertility of 
the soil leave the other farm plans? 

Mr. Roosevelt revealed his attitude 
in response to that question when 
talking with newspaper men on Jan. 
10. It was this: 

Any system of export bounties 
would only serve to ship the fertility 
of American soil to foreign nations 


| at a sacrifice price. 


| Grange, and 
| plan, twice approved by Congress | 





In that attitude can be read dis- 
approval of the export debenture 
system favored by the National 
the McNary-Haugen 


and twice vetoed under President 
Coolidge. Both plans are being re- 
vived now and both involve export 
subsidies. 

The idea of State AAA's to be 
bulwarked by grants from the Fed- 
eral Government is not given Presi- 
dential attention. 

In the lack of interest for this 


| plan on the part of the White House 


| 


can be read a veto for the plan on 


control, , 


the ground that administratively it 
would be too cumbersome. 

A domestic allotment system 
based on bounties to farmers on the 
portion of their crops consumed at 
home, while the surplus seeks an 
outlet abroad at world prices, is 
frowned on for the same reason that 
the McNary-Haugen and export de- 


| benture plans are frowned on by 


| the President. 
Besides, this and other straight 


subsidy systems involve no effort to 
| control production. 
| lace and Mr. Roosevelt believe some 


Both Mr. Wal- 


form of production control to be 
essential to success of any farm pro- 
gram. 

PLANS FOR SUBSIDIES 


The President outlined his views 


|} on the situation growing out ‘of the 


Supreme Court decision in some de- 
| tail. Direct quotation of his state- 
; ments is not permitted, except when 

Specifically authorized, but his ob- 

servations, essentially, were as fol- 

lows: 
Many of the suggestions for meet- 
| ing the farm problem that date back 
to the Administration of President 

Coolidge are being revived. 

There is, for instance, a good deal 
| Of discussion, Mr. Roosevelt said, of 

a plan to subsidize the export of sur- 

plus crops. If a subsidy is given to 
| One crop then eventually it will need 
to apply to all. 

As President, it is necessary, he ob- 
served, to study the implications of 
a subsidy plan which would have the 
effect of encouraging an increase in 
agricultural production. 


ROBBING THE SOIL 

Take wheat, for instance. The ad- 
vent of dry farming opened vast 
regions in the plains States to wheat 
| growing with use of machinery. The 
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result was that much light soil was | 
turned up. With what result? Dust 
storms began and have been steadily 
worse. Now this area is subject to 
soil blowing caused solely by the fact 
that the land is being used for the 
wrong purpose. 

An export subsidy would en- 
courage plowing up of land that 
should be used for other purposes 
than producing crops for sale | 
abroad, and the resulting dust | 
storms would make the dry farm- 
ing area a desert. 

“We must avoid any national agri- | 
cultural policy,” Mr. Roosevelt said 
for quotation, “that would result in | 
shipping our soil fertility to foreign 
nations.” 

The President said that he has to 
think about the future. And in look- 
ing ahead he sees that unlimited 
agricultural production with a sub- 
sidy will result in the loss of Ameri- 
can soil fertility. 

Undoubtedly some plan will be 
worked out at this session of Con- | 
gress to carry out the thought of 
seeking to retain and regain the 
values in the nation’s soil resources 
and at the same time keep the price 
of American agricultural products 
at a decent level. 


VIEWS IN CONGRESS 

Those are the views of President 
Roosevelt. What views are express- 
ed by Members of Congress? 

Senator McNary (Rep.), of Oregon, 
introduced his plan for a three-part 
program: Domestic allotment, ex- 
port debenture and McNary-Haugen 
equalization fee. All are frowned 
upon by the President. 

Senator Bankhead (Dem.), of Ala- 
bama, suggested that if other means 
of maintaining farm prices were 
to be denied to the Goverrtnent it 
still retained the power to print 








DRAFTING A NEW CROP CONTROL PROGRAM + 





money. He urged that Congress 
order the printing of new money 
against the silver and the gold held 
by the Treasury. Other Senators, 
favorable to inflation, joined him in 
this view. 

Some Senators, off the record, took 
the view that this was the time to 
start a drive te curb the power of 
the courts or to amend the Consti- 
tution. 

Senator Costigan (Dem.), Colo- 
rado, already had a resolution intro- 
duced to broaden the Federal power 
over agriculture and industry. 

He was joined during the week by 
Senator Logan (Dem.), of Kentucky, 
who would amend the Constitution 
to give the Federal Government au- 
thority to regulate industry and 


| agriculture, and by Senator Schwel- 


lenback (Dem.), of Washington, who 
would make it less difficult to amend 
the Constitution. 


FARM CONTROL PROGRAMS 

In the House, Representative 
Marvin Jones, (Dem.), of Texas, 
led a move to write a new farm re- 
lief plan. 

But why is any new farm control 
program necessary? What lies back 
of the drive for action, including the 
assembly in Washington of leaders 
of farm organizations and farm 
papers? 

The answer is found in a situa- 
tion described by Mr. Wallace, as 
Secretary of Agriculture. 

He points out that due to the in- 
ability or unwillingness of foreign 
nations to buy the surplus products 
of American farms that they once 
bought, and the inability of Ameri- 
can workingmen to buy the same 
quantity of farm products that they 
buy in times of prosperity, the 
farmers of this country can produce 
larger crops than can be disposed of. 

The AAA represented machinery 
set up by the Government to help 
farmers adjust their output more 
nearly to prospective market de- 
mand. At the same time, through 
processing taxes, the AAA sought to 


[Continued on Page 13.] 
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House of Representatives: 
A Bonus Victory 


First of Annual Supply Bills 
Less Than Estimate, Reported 


CRUSHING victory for World War veterans 
swept the soldiers’ bonus bill through the 
House Friday with a record burst of speed. 
Monday the Senate which had recessed over 
the week-end, receives it and immediately the 
Senate Committee on Finance, in executive ses- 
sion, will map its course on the whole bonus 





question. 

The House vote was 356 to 59. Speaker Byrns 
had his vote recorded in the affirmative. The 
alignment was: 

For the bill: Democrats, 276; Republicans, 71; 
Progressives, 6; Farmer-Labor, 3; total, 356. 

Against the bill: Democrats, 28; Republicans, 
31; total, 59. 

The bill, crux of 16 years of controversy, 
affects approximately 3,500,000 veterans and the 
estimate of cost runs up to two billion dollars 
or more. It does not specify how the money is 
to be raised, nor specify any amount of appro- 
priation. 

MONDAY.—The President’s message on the 
budget was read from the Speaker's rostrum. 
Representative Warren (Dem.) of Washington, 
N. C., sponsor of the Potato Control] Act, protest- 
ing against the Supreme Court’s AAA decision, 
told the House that millions of farmers would 
read it with consternation and amazement. The 
Ways and Means Committee began consideration 
of bonus legislation, 


FIRST BIG SUPPLY BILL 


TUESDAY.—The Independent Offices Appro- 
priation Bill, first of the annual supply measures 
and carrying a total of $879,743,905 exclusive of 
$73,000,000 of permanent appropriations, all for 
the next fiscal year, was reported to the House. 
The bill is $47,601,861 less than budget estimate. 
The appropriations include $795,000,000 for the 
Veterans’ Administration, $47,645,000 for the 
Railroad Retirement Board and the Railroad 





—Wide World. 


WELCOME FOR NEW MEMBERS 


Speaker Joseph W. Byrns (center) greets two men 

recently elected to serve in the House of Repre- 

sentatives—Verner W. Main of Michigan (on the 
left), and Edward W. Creal of Kentucky. 





Pension Annuity System, $422,000 for the White 
House and numerous items for other separate 
agencies. 

A “Blue Book” of American incomes above 
$15,000 a year—including bonuses and commis- 
sions—submitted to the House under a publicity 
provision of the Revenue Act of 1934 was made 
public by the Ways and Means Committee. 

The Foreign Affairs Committee began hear- 
ings on the McReynolds Administration neutrai- 
ity resolution. 


TOWNSEND PENSION PLAN 

WEDNESDAY.—The House debated the Inde- 
pendent Offices Bill. Representative Gifford 
(Rep.) of Cotuit, Mass., criticized the Townsend 
pension plan. He said “the worst feature and 
the greatest pity of it is that all these recent 
social experiments and huge expenditures in- 
volved have apparently instilled in all too many 
people the feeling they should expect to be sup- 
ported, without effort on their part, by the Gov- 
ernment. 

Representative McGroarty (Dem.) of Tujunga, 
Calif. Townsend plan spokesman in the House, 
replied that “the Townsend plan is the most 
phenomenal movement in the political history 
of the United States” and that “theze will be no 
rest for this Congress, or succeeding Congresses, 
or for the country, until this plan is met.” 

The Committee on Agriculture began consid- 
ering what to offer as a substitute for the in- 
validated AAA. 


BONUS BILL IS PASSED 


THURSDAY.—The House debated the bonus 
bill, under a special rule. Representative Pat- 
man (Dem.) of Texarkana, Tex., told the House 
that if and when the Vinson bill should become 
law the Treasury could not then issue bonds, un- 
der the second Liberty Loan Act, but if an ap- 
propriation bill, following the bonus act, is passed 
without specifying how to raise the money the 
Treasury could thereupon issue bonds to mes 
the bonus payments. 

FRIDAY.—The House quickly passed the Vin- 
son bonus bill, after rejecting a motion to re- 
commit it to the Ways and Means Committee. 
The House then adjourned to Monday. 
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THE BANKERS’ ROLE IN THE FIRST WORLD WAR 


EARCHING for a formula that will assure American neutrality 
in the event of another World War, the Senate Munitions In- 
vestigating Committee calls in witnesses to learn of the connec- 


Outstanding witnesses 
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of the week, questioned by special investigator Raushenbush, Sen- 
ators Nye and Barbour and other Committee members, are J. P. 
Morgan and Thomas W. Lamont of the famous “House of Morgan.” 


Underwood & Underwood candid camera. 











Pay the Bonus?—Yes, Says the House; 


O quick, decisive triumph in 
the House last week rode the 
soldiers’ bonus bill, that has had 
rocky going in previous sessions. 
In brief debate many a voice 
was raised in favor of immedi- 
ate payment. But some Con- 
gressmen discussed and ques- 
tioned various means of pay- 
ment. Anda few denied that the 
additional spending load could be 
safely assumed now by the Gov- 
ernment, already carrying a debt 
load of more than 30 billion dol- 
lars. 

On House roll call the vote 
was 356 to 59. What now will 
the Senate do? Will the Presi- 
dent approve, or is another veto 
likely? Would a veto be over- 
borne by both branches of Con- 
gress? These questions stir the 
guesses of bonus-minded vet- 
erans, more confident then ever 
that they’ll get their pay-off this 
time. 

MR. FENERTY (Rep.), of Philadel- 
phia: Mr. Speaker, the time has 
now arrived when we, Members of 
this Congress, are privileged to 
write the luminous concluding chap- 
ter to a great and important phase 
of American history. * * * 

We have been constantly inform- 
ed that the President will veto any 
bill calling for the payment of the 
so-called “bonus” to the veterans of 
the World War. * * * There are 
sufficient votes to pass the bonus 
over the President’s veto and thus 
do tardy and long-delayed justice to 
the men who held aloft the torch 
that they caught flaming amid the 
poppies of Flanders Fields. 

MR. PATMAN (Dem.), of Tex- 
arkana, Tex.: After this bill is en- 
acted into law, then the question of 
the payment will come up and I, for 
one, expect to propose it be paid 
as I have advocated, along with 
others on this floor, for many years. 

From 1931 to the present time 
many of us have been advocating a 
bill for the payment of these cer- 
tificates that would cause the pay- 
ment to be made with non-interest- 
bearing Treasury notes, oftentimes 
referred to as greenbacks or paper 
money. 


GREENBACKS’ OPPOSED 


MR. FISH (Rep.), of Garrison, 
N. ¥.: There is no more reason to 
pay the adjusted-service certificates 
in this manner through starting the 
printing press than there is to pay 
for the maintenance of the Army, or 
the Navy, or to pay the salaries of 
Members of Congress, or to pay the 
running expenses of the Govern- 
ment, or even to reduce the national 
debt. Once you invoke this infla- 
tionary principle there is no end to 
it, and your dollar will automati- 
cally be depreciated down to 20, 10, 
or even 5 cents, as occurred in Ger- 
many, and Soviet Russia, and every 
country that sought to pay its bills 
by printing-press money. * * * 

I submit that the Congress ought 
to pass a resolution recalling this 
$2,000,000,000 [Treasury stabilization 
fund] on January 30 and apply it to 
the paynfent of the adjusted-service 
certificates. If you did that, you 
would be taking a step in the right 
direction. 

I am opposed to placing in the 
hands of any President or Secre- 
tary of the Treasury, be he Demo- 
crat or be he Republican, a secret 
fund of $2,000,000,000 to play with, 


with no accounting whatever to any 
Member of Congress, not even the 
chairman of the Ways and Means 
Committee. 

MR. RANKIN (Dem.), of Tupelo, 
Miss.: The gold which is set aside 
for this stabilization fundis * * * 
not money; it is gold bullion. I sug- 
gested the other day that we coin 
this gold and silver and pay these 
veterans in money. Is that what the 
gentleman is agreeing to? 

MR. FISH. I would be perfectly 
willing to do that, I do not care how 
it is used. 

MR. RANKIN. Then we would 
have currency expansion to the ex- 
tent of $2,000,000,000. 

MR. FISH. I am not worrying 
about such an expansion. I am 
worrying about the principle of en- 
acting legislation that would start 
the printing presses. 

MR. BOILEAU (Prog.), of Wau- 
sau, Wis.: Does the gentleman pro- 
pose to make gold coins out of the 
$2,000,000,000 in gold, or issue cur- 
rency backed up by the $2,000,000,000 
of gold bullion? 

MR. FISH. I am in favor of using 
the $2,000,000,000 to pay the certi- 
ficates in cash. 

MR. BOILEAU. Then why not 
back the Patman bill, which has 
four times more gold back of it? 

MR. FISH. Because that is exactly 
what I am trying to avoid to have 
Congress vote; to start the printing 
press going. 


FOR CURRENCY EXPANSION 

MR. GREENWOOD (Dem.), of 
Washington, Ind.: I am one who be- 
lieves we should have this expan- 
sion of the currency. I believe it 
would help purchasing power and 
raise the prices of commodities and 
solve the very problems that this 
special legislation of farm relief and 
other legislation have been designed 
to improve by way of raising farm 
prices. 

MR. O’MALLEY (Dem.), of Mil- 
waukee, Wis.: If that gold and silver 
profit in the Treasury is not used in 
some way, preferably in this way, of 
what value was it to devalue the 
dollar to obtain that profit? 

MR. MERRITT (Rep.), of Stam- 
ford, Conn.: This proposition to pay 
these certificates in full comes at a 
very inopportune time for this coun- 


try, when there have been enormous 
deficits and promises of continuing 
deficits, and although the admin- 
istration may be reckless in spend- 
ing money wildly and assuming ob- 
ligations wildly, it is no excuse for 
the Congress to add to the embar- 
rassments of the United States by 
further legislation of this sort. 

MR. WITHROW (Prog.), of La 
Crosse, Wis.: The program embody- 
ing CWA, PWA and WPA has called 
for an expenditure cf billions of dol- 
lars. Regardless of cost, we have 
tried almost every scheme that has 
been suggested. We, who have been 
advocating the cash payment of the 
adjusted-service certificates for 
years, now demand that this, the one 
sound plan which has a real chance 
to correct the cause of our trouble, 
be enacted into law. 


MEETING THE COST 


Ih... WADSWORTH (Rep.), of 
Geneseo, N. Y.: The gentleman in 
charge of the bill assures us that it 
will not cost at the cutset more than 
$1,000,000,000. He has not vouch- 
safed to tell us, nor has the com- 
mittee vouchsafed to tell us where 
the $1,000,000,000 is to come from. 
I do not know where it is to come 
from. * * * It is going to impose up- 
on the financial structure of this 
government and of this country a 
tremendous burden on top of the 
burden inadvertently imposed upon 
the country and the Treasury by 
the collapse of the AAA processing 
tax. 

I assume this bill is going to pass 
by a very, very large majority. I 
shall vote against it, futilely, I sup- 
pose. 


PAYMENT IN GOLD 

MR. RANKIN: Let us pay these 
certificates in gold. 

We have at the present time $10,- 
000,000,000 in gold and $1,000,000,- 
000 in silver, with a circulating me- 
dium of only about five and one- 
half billion dollars, including a 
great deal of money that is lost or 
unaccounted for. 

If you are afraid of uncontrolled 
expansion I will tell you how to pay 
the adjusted-service certificates 
without uncontrolled expansion, or 
inflation. Let us coin this gold and 








Status of Legislation 


Pending in Congress 





H. R. 9870, New Vinson bonus bill, 
amended; passed the House Jan. 10. 

H. R. 9863, Independent Offices Ap- 
propeiation bill; reported to House 
an, 7. 

S. 1142, To reserve certain public do- 
main in Nevada and Oregon as reserve 
for Indians; passed Senate March 29, 
1935; passed House Jan. 6, 1936. 

S. 2774, To give 78 Naval and Marine 
officers now on retired list, commended 
for bravery in actual combat during the 
World War, advancement to next higher 
grade without increased pay; d 
Senate June 10, 1935; passed House Jan. 
6, 1936. 

S. 2845, To provide retirement and re- 
tirement annuities of civilian members 
of teaching staffs at United States 
Naval Academy and the Naval Post- 
graduate School; passed Senate August 
16, 1935; passed House Jan. 6, 1936. 
_H. R. 5916, To convey to Michigan the 
lighthouse supply depot at St. Joseph, 
Mich.; passed House Jan. 6. 

H. R. 7486, Authorizing appointment 
of midshipmen from among honor 
graduates of about 20 honor schools 
and from the Naval Reserve Officers’ 
Training Corps; passed House Jan. 6. 

H. 8624, For disposal of smuggled 
merchandise and to authorize the 
Treasury to require imported articles to 
be marked; passed House Jan. 6. 

S. J. Res. 144, To pay compensation 
and expenses of the Railroad Retire- 
ment Board, held invalid by the Su- 
preme Court and to provide for ending 
the Board’s affairs and disposing of its 
property and records; passed Senate 


June 25, 1935; passed House Jan. 6, 
1936. 


BILLS INTRODUCED 


S. 3474, Pittman, to maintain neutral- 
ity; Foreign Relations. 

H. J. Res. 422, McReynolds, To main- 
tain neutrality; Foreign Affairs. 

S. 3478, Clark and Nye, To preserve 
and maintain peace; Foreign Rela- 
tions. 

H. J. Res. 429, Dickstein, To amend 
the Constitution so as to give Congress 
power over agriculture; Judiciary. 

S. 3483, Norris, To provide for rural 
electrification; Agriculture and Forestry. 

S. 3475, Frazier, To establish a nation- 
wide social insurance system; Education 
and Labor. 

S. J. Res. 185, Logan, To amend the 
Constitution to empower Congress to 
legislate concerning industrial disputes 
and production control; Judiciary. 

S. J. Res. 186, Schwellenbach, To 
amend the Constitution by providin 
for popular ratification of constitutiona 
amendments; Judiciary. 

S. 3538, McNary, For domestic allot- 
ments of agricultural commodities, 
equalization fees and export debentures; 
Agriculture. 

S. 3539, McNary, To investigate all 
phases of crop insurance; Agriculture. 

S. 3596, McNary, To appropriate $300,- 
000,000 for rental and benefit payments 
to farmers in crop adjustment contract 
program; Agriculture. 

S. Res. 217, Byrd, To create a com- 
mittee to investigate and coordinate 
government agencies; Rules. 


But How? 


silver and pay the veterans off in 
gold and silver. Then we will not 
have to levy taxes. Then there will 
be no danger ot going into uncon- 
trolled inflation, but we will be pay- 
ing them out of wealth we now have 
in the Treasury and which at the 
present time is doing us no good. 

MR. ROBSION (Dem.) of Bar- 
boursville, Ky.: Who are the chief 
objectors to the discharge of this 
just and honest obligation of the 
Government? For the most part, it 
is those who remained at home dur- 
ing the war and piled up their mil- 
lions in profits. I am happy to say 
that so far as I have been able to 
learn, only one man in my great 
district has expressed opposition in 
the last two years to this measure. 
He, too, remained behind the lines 
and furnished no son to defend our 
country. 

MR. JENKINS (Rep.), of Ironton, 
Ohio: The President, in his veto 
message, offers all of the excuses 
and reasons that he can advance, 
but we must remember that the 
President has always been opposed 
to any and all legislation that is 
at all favorable to the veteran. * * * 

It is my firm conviction that the 
American people are thoroughly in 
favor of recognizing the claim of the 
veterans and that they will welcome 
the payment of these certificates as 
provided for in this pending bill. 

MR. SUMNERS (Dem.), of Dallas, 
Tex.: So far as the folks of this 
generation are concerned, we are 
engaged in making debts and re- 
fusing to pay them in taxes—piling 
up billions and billions of dollars of 
debts. This bill anticipates another 
addition to our unpaid debts. * * * 

We lack over 30 billions of dollars 
today of having a cent in the Fed- 
eral Treasury, and that amount is 
going to increase—and do not let 
anybody fool himself about that— 
in this effort to keep people from 
starving and to keep things go- 
ing. * * * 2 

We have spent billions of dollars 
trying to get where we are. There 
must be a limit. If we keep in- 
creasing this deficit, just as certain 
as the sun rises the time will come 
when this Government will put out 
an issue to the people and the issue 
will not go over, and then the crash 
will come. There is not a bit of 
doubt about it. I regret to see this 
bill here now. 


OTHER BILLIONS 


MR. O’LEARY (Dem.), of West 
New Brighton, N. Y.: I contend to- 
day, gentlemen, that if this Govern- 
ment was in a position to pay $5,- 
000,000,000 to adjust the pay of the 
war contractors and railroads, that 
we are in a position to pay the 
veterans whenever they ask for their 
money. I contend that if we can 
pay $10,000,000,000 to allied nations, 
who have since not only repudiated 
this obligation but defeated as well 
the purpose for which the last war 
was fought, that we can pay the 
boys who were instrumental in win- 
ning the war. 

MRS. JENCKES (Dem.), of Terre 
Haute, Ind.: America must pay this 
debt some future day. 

Let us put some money in the 
empty pockets of our veterans by 
passing the bonus bill now. 

I know this House of Representa- 
tives will hear the prayers and will 
answer the appeal of the women of 
America. Let us keep faith with 
oncoming generations of veterans. 

Let us pay the veterans their well- 
earned bonus. 





a 
United States Senate: 


Echoes of AAA Ruling 


Two Constitutional Amendments 
Offered; Aid For Farmers 


‘THE Senate was in session less than three 
hours the past week. 

It received scores of bills and resolutions, with 
many nominations and reports from the Ad- 
ministration, but the spotlight was on J. P. Mor- 
gan’s testimony before the Nye committee in- 
vestigating the munitions industry with particu- 
lar relation to causes of American entry into 
the World War. 

News of the Supreme Court’s invalidation of 
the AAA overshadowed interest in immediate 
proceedings of Congress. A drive started for new 
legislation. 


CONSTITUTIONAL CHANGES 

Senator Logan (Dem.), of Kentucky, former 
Chief Justice of that State’s Court of Appeals, 
and Senator Schwellenbach (Dem.), of Wash- 
ington, former State Commander of the Ameri- 
can Legion, proposed constitutional amend- 
ments. The former would give Congress pow- 
ers the court held Congress does not now pos- 
sess by empowering Congress to control produc- 
tion of all interstate products and regulate in- 
dustrial disputes. The Schwellenbach proposal 
is to provide for changes in the Constitution on 
direct vote of the people. 

MONDAY.—The President’s Budget message was 
read and referred to the Committee on Appro- 
priations. The President advised Congress “we 
can look forward today to a continued reduction 
of deficits, to increased tax receipts, to declining 





—Underwood & Underwood, 
A BILL TO REPLACE AAA 
Senator Charles McNary of Oregon, co-author of 
the famous McNary-Haugen farm plan, drafts a 
new measure to aid agriculture in place of the act 
declared unconstitutional by the Supreme Court. 





expenditures for the needy unemployed.” (Text 


of message on Pages 14 and 15.) 


THE LINDBERGH CASE 

Commenting on the going of Charles A. Lind- 
bergh and family to England, Senator Ashurst 
(Dem.), of Arizona, told the Senate it would 
not be a rash guess that the Lindberghs natu- 
rally prefer to be absent during the climax of 
the Hauptmann case. 

“The Lindberghs,” he said, “are victims of 
ruthless, reckless and relentless espionage, an- 
noyed, insulted, jostled, manhandled by cranks, 
potential gangsters, gaping sensation mongers 
and other individuals.” 

President Roosevelt submitted a long list of 
nominations, including appointments since the 
last session in the diplomatic, Army and Navy 
and postal services. The Senate then adjourned 
to Thursday. 

THURSDAY.—Senators Logan and Schwellen- 
bach introduced their proposed constitutional 
amendments. Senator McNary (Rep.), of Ore- 
gon, Minority Leader, introduced a bill author- 
izing $300,000,000 appropriation for rental and 
benefit payments to farmers wnvo have entered 
into crop adjustment contracts with the Secre- 
tary of Agriculture. 


COURT CRITICIZED 

Senator Bankhead (Dem.), of Alabama, criti- 
cized the Supreme Court’s AAA decision, saying 
it embodied “a remarkable and ustounding con- 
clusion of fact,” “a strange and new construc- 
tion” and that “it will astound the Cotton Belt 
people to find the Supreme Court has judicially 
determined a cotton farmer will reduce price of 
his cotton to undersell his neighbor,” as the 
buyers, not the farmers, fix the cotton prices. 

Senator Byrd (Dem.), of Virginia, introduced 
a resolution to create a Senate committee to 
study activities of all departments, boards, com- 
missions and other Government agencies and 
recommend next year a program to coordinate 
them. 

Senator Hastings (Dem.), of Delaware, and 
Majority Leader Robinson (Dem.), of Arkansas, 
engaged in a political debate. Mr. Hastings crit- 
icized “the fighting speech” of President Roose- 
velt in his annual message, and Mr. Robinson, 
defending the Administration, declared the rec- 
ord shows business has improved. 

Senator Thomas (Dem.), of Oklahoma, offered 
& proposed amendment to the House bonus bill 
to appropriate $2,225,000,000 to pay the adjusted 
service certificates, with discretionary authority 
to the President for four different ways of rais- 
ing the money for this purpose. 

The Senate adjourned until Monday, Jan. 13. 
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+ STATES: LAWS AND THE COURTS + 





\W HILE Federal law unmaking 

was stealing the spotlight from 
law making in the national capital 
the day the Supreme Court rendered 
judgment on the AAA, three State 





+> 


Constitutionality of Measures Passed by Legislatures Tested 
By Jurists in Three States 


laws were emerging from the judi- | 


cial scrutiny of as many State 
courts. 

The latter, as is the case in all 
State courts, taking their cue from 


John Marshall’s doctrine, and even 


before him, from the practice of | 


American colonial courts, retain the 
right to review State legislative acts 
to determine whether they keep 
within the pale of State constitu- 
tional limitations. 

When examined in the light of the 
respective constitutions under which 
they had been enacted, two of the 
three statutes were upheld. while the 
third suffered the fate of the AAA. 


The Supreme Court of the Com- | 


monwealth of Pennsylvania on Jan. 
6 knocked down as unconstjtutional 
the State Authority set up to direct 
a program of public works financed 
in part by Federal funds. 

On the other nand, the New York 
Court of Appeals upheld on the fol- 
lowing day that State's “public en- 
emy” law. 

Although not involving the consti- 
tutionality of a statute, another de- 
cision handed down by the tribunal 
at the same time, upheld the jailing 
of a reporter who had refused to 
divulge confidential information to 
a grand jury. - 

Wisconsin’s NRA, patterned after 
the now defunct Blue Eagle organi- 
zation, was held valid by the State 
supreme court on Jan. 7, thereby 
sustaining eleven State codes of fair 
competition. 


PENNSYLVANIA LIMITS DEBT 
Four of the seven justices of the 
Supreme Court of Pennsylvania cited 
the following from the Common- 
wealth’s Constitution as a reason for 
holding the State Authority invalid: 
“No debt shall be created by or on 
behalf of the State except to supply 


casual deficiencies of revenue, re- 
pel invasion, suppress insurrection, 
defend the State in war or to pay 
existing debt; and the debt created 


exceed in the aggregate at any time 
| $1,000,000.” 

The State Authority, consisting of 
Governor George H. Earle, the State 
Treasurer, the Auditor General, the 
Secretary of Internal Affairs, the 

| Secretary of Properties and Supplies, 
the President pro tem of the Senate, 
and several others had been given 
power to condemn lands, issue bonds 
and engage in various enterprises 
with Federal relief funds. 

Among other things, they were 
permitted to raise $100,000,000 to 
build roads. Some $60,000,000 was to 
have been secured from the Federal 
Government to carry on proposed 

| public works. 


DISSENTING OPINIONS 


Three of the seven justices dis- 
; sented in individual opinions. Chief 
Justice Frazer, who sided with the 
majority, has resigned. In case 
there is a reargument of the case, it 
is thought the balance of the opin- 
ion will rest with the new member, 
Justice Horace Stern. 

The action had been brought on 
behalf of a taxpayer, and was ar- 
gued last November. It related to 
| the establishment of a water works 

for a State epileptic colony, part of 

which was to be paid for by loans 
and grants from the Federal Gov- 
| ernment. After citing the constitu- 


tional section with which it felt the 


| Authority collided by the proposed 
| expenditures, the majority of the 
| Court declared: 
“Clearly the Commonwealth is 
buying on credit and living beyond 


to supply deficiencies shall never | 
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MIRRORS OF CONGRESS: 


THE TYPICAL LAWMAKER 





Reflections in the Capitol Hill Directory—a Composite | 


Picture of the National Legislature 





(CONGRESS is not representative of 
the United States in one major 
respect. 

The composite picture of the na- 
tional legislature, as seen through 
the biographical looking glass of the 
new Congressional Directory, shows 
that it is far from being justly ap- 
portioned among the various occu- 
pational groups in the population. 


MAJORITY ARE LAWYERS 

Apparently the young man am- 
bitious to become a member of Con- 
gress betters his chances by entering 
law school or by going to college. 
For two-thirds of all Senators and 
Representatives are lawyers and an 
equal proportion have attended col- 
lege. 

There is a scattering of other pro- 
fessions and occupations. 

Next to law, agriculture has the 
best representation. 

Nearly 100 members relate that at 
one time or another they have en- 
gaged in some type of agricultural 
occupation. 

Fifty-five members have engaged 


in the publishing business or have | 


written for publication. More than 
40 have engaged in the teaching pro- 
fession. 


DOCTORS AND DENTISTS 

A competent medical staff might 
be organized from the two Houses. 
There are at least five physicians, 
as well as a pharmacist and several 
dentists. 

There are six manufacturers, two 
members of the theatrical. profes- 








INGRAM'S "SHAVING CREAM 1s COOL. 
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INGRAM’'S 


SHAVING CREAM 


TUBE OR JAR 











sion, several bankers, a number of 
utility executives, engineers, con- 
tractors,«merchants, one minister, 
and two hotel men. 

Each member submits his own bi- 
ography for the Congressional Di- 
rectory. Some of the sketches re- 
quire 20 to 25 lines of type and list 
| the individual achievements in great 
| detail. Others consist of one line 

and give merely the name and ad- 
| dress. 

The personai information most of- 
ten omitted is the date of birth. 


About one-fifth of the 531 members, | 


including Speaker of the House 

Joseph W. Byrns and Vice Presi- 
| dent Garner, make this omission. 

Representative Schuyler Merritt, 
of Stamford, Conn., 82, is the oldest 
man in Congress. 

Senator Glass of Virginia, 78, and 
Senator Fletcher of Florida, 77, are 
the two oldest men in the Senate. 


SERVICE RECORD 

“The Dean of Congress” is Senator 
Sheppard of Texas. He has had the 
longest continuous term of any 
member, having served since 1902 
when he was elected to the House to 
fill the unexpired term of his father. 

Representative Joseph P. Monag- 
han, of Montana, who will be 30 in 
March, is the youngest man in Con- 
gress who reports his age in the Di- 
rectory. 
| Senator Rush D. Holt of West Vir- 
ginia, who had to wait to assume of- 
fice until last June when he became 
30, is the youngest Senator. 

Nearly two-thirds of the members 
are married. 
of prominent members, including 
Senator McKellar of Tennessee, Sen- 


of Tennessee are bachelors. 


THE FAMILY MAN 
Senator Vic Donahey of Ohio has 
the largest family of any Senator. He 


cal sketch he gives their names and 


addresses of his grandchildren. 





of Arizona, and Representative Flor- 
ence P. Kahn, of California, share 
the distinction of being the only 
grandmothers in Congress. 
Numerous fraternal organizations 
are represented in Congress’ mem- 
bership. Nearly 40 members state 
they are Masons or Shriners, and 


there are 29 Elks. 


The subject of pensions for war 


veterans is a personal matter to the | 


113 members who were members of | 
the military or naval services in the 
war with Spain, the World War, or 
who served in other foreign military 
expeditions. 

Seventeen members were born in 
foreign countries, thereby being au- 
tomatically excluded fr6ém the Presi- 
dency, 





But a large number 


ator Walsh of Massachusetts and | 
Representatives Mitchell and Cooper | 


has 10 children and in his biographi- 


addresses as well as the names and | 


Representative Isabella Greenway, | 








The intention embodied , 
in the constitutional restriction of 
debt was to preserve in the finan- 
cial administration of the Common- | tion of barring persons who have 
wealth the principle of paying as it 
goes subject to the specified excep- 
The proposed leases violate 
| that principle and therefore trans- 
gress both the letter and the spirit 
of the Constitution.” 

The “dissenters” held that as the 
case in hand involved only one proj- 
éct, it could not be used to judge 
the expenditure for others to be 
carried out at some future time by 
the Authority. There was also a dif- 
ference of definition of the term 


‘PUBLIC ENEMY ACT’ 
Although the New York Court of 


Enemy” Act is not unconstitutional, 
it reversed the convictions of Salva- 
tore Spitale (an underworld. inter- 
mediary in the Lindbergh case) and 


if a person of evil reputation is 
found consorting with others of like 
reputation, it is conclusive evidence 
that such consorting is for unlawful 
This makes the person 
guilty of disorderly conduct. 

In reversing Spitale’s conviction 
while upholding the validity of the 
Statute, the Court declared that “the 
proof, however, is another matter.” 
| A dissenting opinion confirmed the 


life.” 


peace.” 


that the “Public 





The law holds that 


Eleven 


operation, 


The majority opinion pointed out 
| that in enacting the “public enemy 
law,” the Legislature had no inten- 


served sentence from society with 
other human beings or “a new try at 
Therefore, four elements are 
necessary to constitute the crime 
defined by the statute. | 
First, there must be proved an 
“intent to provoke a breach of the | 
Second, “there must be | 
proof of defendant’s evil reputa- | 
tion.” Third, “the prosecution must | 
prove that this bad person consorts 
with thieves and criminals.” Fourth, | 
the purpose of the companionship 
must be for an “unlawful purpose.” | 


WISCONSIN'S RECOVERY LAW | hardship. 
When the 
Court upheld the State’s recovery 
law of 1935 it approved as constitu- 
tional the right of the legislature to 
confer on the governor the power 
to initiate and impose codes of fair 
competition. 
covery law, enacted in 1933, had | 
been invalidated by the Court the | 
following year on the ground that 
it invested in industries and trades 
the lawmaking power which is the 
sole function of the legislature. This 
| gave rise to the act of the last legis- 
| lature placing the responsibility for 
initiating codes on the governor. 
| codes 
trades and industries are already in 
and others have been | never adopted. 


— 
waiting the test 
court. 


When the New 


peals took under consideration the 
case of a reporter, who was jailed 
| for refusing to divulge to a grand 
jury the source of his information 
for stories on crime and the “policy 
racket,” it had to decide whether 
information 
by a reporter might be withheld 


confidential 


when demanded 


declared: 
“The policy of 


| tice may prevail. 


Wisconsin Supreme | 


This question 
The State's first re- 


the confidential 
reporter is not 


and Alabama. 


involving 


NEWS WRITERS’ 


In a unanimous opinion, the Court 


quire the disclosure of all informa- 
tion by witnesses in order that jus- 


privilege from such disclosure con- 
stitutes an exception to that general 
rule. In the administration of jus- 
tice the: existence of the privilege 
from disclosure as it now exists of- 
ten, in particular cases, works a 


“The tendency is not to extend 
the classes to whom the privilege 
| from disclosure is granted, but to 
restrict the privilege.” 


passed upon by the Supreme Court 
of the United States. 
in the past, however, have held that 


revelation to a court. Three States, 
however, have laws which make it 
so. They are Maryland, New Jersey, 
A bill sponsored in 
Congress along the same lines by 
Senator Arthur Capper and former 
service | Representative Fiorella LaGuardia, 
now mayor of New York City, was 








poner ae Find Out 


RIGHTS 
York Court of Ap- 


From Your Doctor if the 
“Pain” Remedy You Take 
is SAFE 


obtained | ° Don’t Entrust Your Own or Your Family’s 


by a court. Well-Being to Unknown Preparations. 


EFORE you take any 

preparation you don’t know 
all about, for the relief of head- 
aches; or the pains of rheuma- 
tism, neuritis or neuralgia, ask 
your doctor what he thinks 
about it —in comparison with 
Genuine Bayer Aspirin. 

We say this because, before 
the discovery of Bayer Aspirin, 
most so-called “‘pain’’ remedies 
were advised against by phy- 
Sicians as being bad for the 
stomach; or, often, for the 
heart. And the discovery of 
Bayer Aspirin largely changed 
medical practice. 

Countless thousands of peo- 


ple who have taken Bayer 
Aspirin year in and out without 
ill effect, have proved that the 
medical findings about its safe- 
ty were correct. 

Remember this: Genuine 
Bayer Aspirin is rated among 
the fastest methods yet dis- 
covered for the relief of head- 
aches and all common pains... 
and safe for the average person 
to take regularly. 

You can get real Bayer 
Aspirin at any drug store — 
simply by never asking for it 
by the name “aspirin” alone, 
but always saying BAYER 
ASPIRIN when you buy. 
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These are the Clients of LORD & THOMAS 


During our 63 years in advertising it has been our privilege to serve almost every 
ficld of American industry. As a result of the wide range of our associations, we like 
to think of ourselves as a “Clearing House of Business and Advertising Experience.” 


TOBACCO 


American Tobacco Company 
Lucky Strike Cigarettes 


DRUG AND BEAUTY PRODUCTS 
Kleenex, Kotex, Quest 


The Pepsodent Company 
Tooth Paste, Tooth Powder, 
Antiseptic Mouth Wash, 
Junis Facial Cream, etc. 

Barbara Gould, Ltd. 
Beauty Preparations 

Bourjois, Inc. 

Evening in Paris 

and other Cosmetic Lines 
Chanel, Inc. 

Perfumes and Powders 


Lavena Corp. 
Oatmeal Facial 


Luxor Toiletries, Soap Products 


Pinaud, Inc. 
Cosmetics and Toilet Articles 


TRANSPORTATION 


Dollar S.S. Lines 
Dollar and American Mail S. S. Lines 
International Mercantile 
Marine Co. 
Roosevelt Steamship Co., 
United States Lines, 
American Merchant Lines, 
American Pioneer Line, Cruises 
Munson Steamship Lines 
South American Steamship Service 
and Cruises 
New York Central System 
“The Twentieth Century Limited” and 
other Railroad Service 
Southern Pacific Company 
Railroad Service 


MOTION PICTURES 
Paramount Pictures, Inc. 
Paramount Pictures and Theatres 
Radio-Keith-Orpheum Corp. 
Radio Pictures and RKO Theatres 


ELECTRICAL PRODUCTS AND RADIO 
Frigidaire Corporation 
Household and Commercial Refrigerators 
and Air-Conditioning 
Radio Corporation of America 
RCA Manufacturing Company 
RCA Victor Radios, RCA Tubes, 
RCA Victor Phonographs and Records, and 
RCA Victor Radio Equipment 
RCA C ications, Inc. 


Radio Messages 





The Radiomarine Corporation . 


Electric Vacuum Cleaner Co. 
Premier Vacuum Cleaners 


The Prest-O-Lite Battery Co., Inc. 


Storage Batteries 


PUBLIC UTILITIES 


Commonwealth Edison Company 
Electricity and Electric Shops 
The Peoples Gas Light & Coke Co. 
Gas, Gas Heat, and Gas Appliances 
Public Service Co. of Northern 
Illinois 
Gas, Electricity and Appliances 
Western United Gas and Electric 
Company 
Gas, Electricity and Appliances 


PETROLEUM PRODUCTS 


Associated Oil Company 
Associated, Cycol, Flying A and 
Burntbrite Petroleum Products, and 
Smiling Associated Stations 

Cities Service Company 
Cities Service, Koolmotor and Loreco 
Gasolenes and Motor Oils, Trojan Lubri- 
cants and Power Prover Service 

Union Oil Company of California 
76 Gasoline, Triton Motor Oil, Stop-Wear 
Lubrication, various Lubricants and 
Specialties 

MEDIA 
The Comic Weekly 
Sunday Comic Supplement of 
Hearst Newspapers 
National Broadcasting Company 
NBC Artists Bureau, 
NBC Broadcasting Facilities 


FOODS AND BEVERAGES COMMUNITY, HOTELS, RESORTS 
Armour and Company A ll-Year Club of Southern 
Meats and By-products California 


A non-profit community organization 
developing tourist travel to Southern 
California 


California Fruit Growers Exchange 
Sunkist Citrus Fruits and 
Exchange By-products 

Horlick’s Malted Milk Corp. 
Malted Milk and Malted Milk Tablets 


Californians, Inc. 
A non-profit community organization 
developing tourist travel to San Francisco 


Quaker Oats Company and Northern California 
Quaker Oats, Mothers Oats, x. 
Aunt Jemima Pancake Flour Del Monte Properties 


Hotel and Resort 


Schenley Products Company 
Golden Wedding, Old Quaker, Cream of Palmer House, Chicago 
Kentucky, Wilken Family, Old Schenley Hotel 
and other American Whiskies, and Liquors 
Schenley Import Corp. BUILDING MATERIALS AND oa 
Imported Wines and Spirits INDUSTRIAL EQUIPMENT 
Adohr Milk Farms Anaconda Copper Mining Co. 
Dairy Products American Brass Co. 
i Anaconda Wire & Cable Co. 
Beatrice Creamery Company 
Meadow Gold Butter, Ice Cream, Delco Appliance Corporation 
Milk and Cheese Delco Heat 


Calavo Growers of California 


Indiana Limestone Company 
Calavos (California Avocados) 


Limestone for Building Construction 
California Fruit Exchange 


Blue Anchor Fresh Fruits New Departure Manufacturing Co. 


Coaster Brakes, Ball Bearings and Transitorq 
California Olive Association 


Ripe Olives United States Gypsum Co. 
Building Material 
Golden Nuggett Sweets, Inc. siete 
Quick Fudge—(Powder for 
Fudge and Frostings) CLOTHING 
Jell-Well Dessert Company ~~ of America 
Gelatine and Jiffy-Lou (Pudding Dessert) Berg pr j Kare db tes 
Lindsay Ripe Olive Company 
Ripe Olives Rubens & Marble Co. 
M. J. B. Company Infants’ Garments 
M. J. B. Coffee, Rice and Tree Tea 
BANKING AND 
Nestlé’s Milk Products, Ine. INSURANCE SERVICE 


Condensed and Evaporated Milk 
The Commercial National Bank 


Rainier Brewing Co 
Beer and Ale oipiiaatad & Trust Company of New York 
Continental Illinois National Bank 
Sparklets, Inc. . 
Syphons and Refill Bulbs ad Trust Co, Chicago 
Sun-Maid Raisin Growers First Matonet Bank of Chicago 
Association American Automobile Insurance 
Raisins Company 


Note: The above list does not include many other clients, American and foreign, served by our Canadian and European offices. 


LORD & THOMAS : advertising 


There are Lord & Thomas offices in Nevo York; Chicago; Los Angeles; San Francisco; Toronto; Paris; London. 
Each office is « complete advertising agency, self-contained; collaborating with other Lord & Thomas offices to the client’s interest. 
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Democratic Strategists 
Map Convention Plans 


Decide on Liberty Shrine as the 
Launching Place for Campaign 


( NCE—twice—thrice—and “knocked down” to 
Philade!phia for $200,000. 

Gavel in hand like a professional aucti>neer, 
Chairman James A. Farley on Thursday presided 
at the Democratic National Committee meeting 
in Washington over a lively but friendly auction 
of that valuable article, the 1936 Democratic Na- 
tional Cenvention. 

Or more than an auction, it resembled a poker 
game involving huge stakes. Senator W. G. Mc- 
Adoo of California wanted to know whether it 
would be “a poker game or a straight bid.” 

“Play poker and bid your head off!” suggested 
Chairman Farley. 

Senator McAdoo opened for San Francisco with 
the “small ante” of $150,000 and a free hall. 

“Let’s run it up as high as we can,” urged Sen- 
ator Key Pittman of Nevada. 

Patrick A. Nash, Illinois committeeman, 
matched Senator McAdoo with a $150,000 certified 
check for Chicago. 

“Garner should be in on this,” smiled Mr. Far- 
ley, turning toward the Vice President, who en- 
joys large reputation on Capitol Hill for his poker 
prowess. 

Senator J. Hamilton Lewis of Illinois urged the 
choice of Chicago because of its strategic situa- 
tion in the heart of the troubled farm belt 


QUAKER CITY BID 

Then Philadelphia, through Alfred M. Green- 
field, a Quaker City realtor, matched the others 
with a $150,000 offer, with free hall thrown in 
and other perquisites including $1,500 in prizes 
for best essays delegates might write about his 
city. Also he suggested that the President make 
a July 4 appearance in Independence Hall. 

Mayor S. Davies Wilson in like vein dwelt on 
the dramatic possibilities of having the Presi- 
dent accept renomination “standing in the 
shadow of the Liberty Bell,” and assured the 
committee of the comforts of Philadelphia’s 
municipal auditorium, equipped with “wide 
seats.” 

Philadelphia newspapers are fair, added Gov- 
ernor Earle, while those of Chicago “would mis- 
represent everything that the Democrats do.” 
Besides, a Philadelphia convention would help 
carry his State, he asserted. 

Mrs. Emma Guffey Miller, Keystone State 
committeewoman, added that 50 per cent of the 
Philadelphia money had been pledged by Re- 
publicans. 

“I shudder to think what they would do with 
it if we return it to them!” she said. 

Then Mr. Greenfield stunned all rivals by 
raising Philadelphia’s ante to $200,000. 

“Anything further to offer?” Mr. Farley asked 
Senator McAdoo, warning him to “put the dough 
on the table.” 


OPPOSITION FROZEN OUT 

The Senator raised San Francisco’s bid first 
to $201,000, then to $216,000. 

“But the concessions in Philadelphia will bring 
in at least $50,000 to the committee,” interjected 
Mrs. Miller. 

Chicago spokesmen admitted they were out of 
the race—though they contended a Midwest 
convention would save delegates $50,000 on rail- 
road tickets. 

After a brief recess, the roll call began and had 
got as far as Mississippi, with Chicago receiving 
only four and San Francisco only two votes. 
Then Messrs. McAdoo and Nash “threw up the 
sponge” and moved unanimous selection of 
Philadelphia. 

Thus the City of Brotherly Love gets the fifth 
national party convention of its history—though 
it will be first the Democrats ever held theré. Re- 
publicans have had three Philadelphia conven- 
tions, in 1856, 1872 and 1900, and Whigs one, in 
1848. Of party nominees picked there, only one— 
Fremont—was ever beaten. 

June 23 was chosen for the opening date—a 
fortnight after the rival Republican conclave in 
Cleveland. Apportionment of delegates was 
agreed to, involving a cut to 1,100 from the 1,152 
total at the 1932 convention. A resolution by 
Mrs. Miller was adopted authorizing State dele- 
gations to include eight delegates at large, four 
of whom should be women. 


LONE DISSENTER 


Enthusiastically passed (with only one dissent- 
ing “no” from Governor Talmadge of Georgia) 
was a resolution reaffirming “unanimous and un- 
faltering loyalty to our great President,” laud- 
ing his “matchless courage and faith in the peo- 
ple,” and predicting that the campaign would be 
a battle against “a small and powerful minority 
representing the forces of greed and privilege.” 

Chairman Farley made a “keynote speech” of 
similar purport, which was broadcast by radio. 
It is going to be “a campaign of defamation”— 
“the bitterest and certainly the dirtiest political 
Struggle that any of us here can remember,” he 
prophesied, with the Democrats having “to com- 
bat misrepresentations, outright lies and every 
form of foul whisperings you can imagine,” 
which will be financed with “the largest slush 
fund on record, contributed for the most part by 
those who have neither public conscience nor pri- 
vate scruple.” 

“In the ranks of our foes,” he declaimed, “you 
will find not only the financial gangsters whose 
extortions were so largely responsible for bring- 
ing on the Hoover panic, but others, who for one 
reason or another, hate Franklin D. Roosevelt or 
who are accessories of the exploiters.” 








HIS was the time for all good Democrats to come to the aid of 
their party. Throughout the nation party members gathered at 
some 2,000 Jackson day dinners to listen to President Roosevelt 
and contribute to the campaign chest. At the principal dinner in 





—Underwood & Underwood. 


Washington ($50 a plate), more than 2,000 diners heard the 
Executive (indicated by arrow) in urging his followers to dis- 
seminate information about the Government, declare “A Govern- 
ment can be no better than the public opinion which sustains it.” 
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Jackson Day—The Democratic ‘Call to Arms’ 


Party Deficit Melts as President Roosevelt Defies New Deal Foes in a Rousing 
Nation-wide Rally of 250,000 Banqueters 


+ Roosevelt was heartened, he confided, by having 4 gowned wives of Cabinet members, administra- 


“WE WILL not retreat!” 

From behind the rude cotton-bale ram- 
parts at New Orleans General Andrew Jackson 
rallied his frontier soldiery and beat back the 
assaulting red-coats on Jan. 8, 1815. 

One hundred and twenty-one years later from 
behind the “ramparts” of a speaker’s table at 
the Mayflower Hotel in Washington, President 
Roosevelt, invoking the name ani deeds of “Old 
Hickory,” rallied the hosts of militant Democracy 
to stand firm against the assaulting foes of the 
New Deal. 

“We will not retreat!” The defiant conclusion 
of his peroration was carried by radio to a quar- 
ter million cheering party cohorts, entrenched be- 
hind two thousand other banquet boards through- 
out the land, and to other millions who tuned in 
on the party’s greatest Jackson Day celebration, 
in their homes—homes from which the President 
declared he had received an encouraging re- 
sponse to his vigorous message to Congress the 
previous Friday. 

“Jackson sought social justice and fought for 
human rights in his many battles to protect the 
people against autocratic or oligarchic aggres- 
sion,” declared the President. And “Old Hickory” 
was forced to fight “every inch” for his ideals. 

“An overwhelming proportion of the material 
power of the country was arrayed against him. 
The great media for the dissemination of infor- 
mation and the molding of public opinion fought 
him. Haughty and sterile intellectualism opposed 
him. Musty reaction disapproved him. Hollow 
and outworn traditionalism shook a trembling 
finger at him. It seemed that sometimes all were 
against him—all but the people of the United 
States.” 

“History repeats,” Mr. Roosevelt said, as- 
serting that his Administration faced the same 
sort of difficulties and obstacles in meeting the 
same “basic issue’—the retention of popular 
government—“an issue fraught once more with 
the difficult problem of disseminating facts and 
yet more facts, in the face of an opposition bent 
on hiding and distorting facts.” 


HEARTENED BY LETTERS 


He summoned his hearers to enlist in meet- 
ing this opposition “as the highest aluty of 
American citizens.” 
“for the enemies he had made.” 


Jackson was loved, he said, 
Likewise Mr. 





received since delivering his fighting message to 
Congress more approving letters and telegrams 
than at any time since the critical days of the 
Spring of 1933. 

An interesting fact about these letters and 
telegrams, he said, was “the very great number 
of them that came from business men, store- 
keepers, bankers, and manufacturers,” who 
showed “they appreciate and are grateful for my 
statement that it is but a minority in business 
and finance that would ‘gang up’ against the peo- 
ple’s liberties.” The opposition, he felt assured, 
came from only a “small minority of business 
men and financiers, against whom I shall con- 
tinue to wage war.” 

On the Supreme Court decision setting aside 
AAA it would be premature to comment, he said, 
beyond offering assurance “that the attajnment 
of justice and prosperity for American agricul- 
ture remains an immediate and constant objec- 
tive of my Administration.” 

“We are at peace with the world; but the 
fight goes on,” he concluded. “Our frontiers of 
today are economic, not geographic. Our ene- 
mies are the forces of privilege and greed within 
our own borders. 

“May a double portion of Old Hickory’s spirit 
be upon us tonight. May we be inspired by the 
power and the glory and the justice of his rug- 
ged and fearless life. 

“The people of America know the heart and the 
purpose of their Government. 

“They and we will not retreat.” 


THE ABSENT GUEST 

A brilliant audience—the largest banquet gath- 
ering ever assembled in the great ballroom of the 
Mayflower Hotel—was present to hear the Presi- 
dent’s defiant and rousing appeal, and to punc- 
tuate it with spirited applause. 

At the speakers’ table he was flanked by mem- 
bers of his Cabinet and party leaders to the num- 
ber of 60. In the group of 2,000 before him was 
the full war strength of the Democratic National 
Committee—with the exception of the termagant 
Governor Talmadge of Georgia, who remarked, 
“Fifty dollars is the reason I ain’t going—and 
anyway, I understand they’re going to serve 
chicken livers.” 

Besides leading Government officials and party 
figures, there was a colorful array of fashionably 





—Underwood & Underwood. 
AS PHILADELPHIA WON THE CONVENTION 
*TRONG bidding between representatives from San Francisco, Chicago and Phila- 
delphia for the Democratic National Convention on June 23 marks the meeting of 
the Democratic National Committee in Washington. Attending the meeting were (left 
to right) : Senator Peter Gerry, Vice President John N. Garner, Senator Harry S. Tru- 
man, James A. Marsh, and Postmaster General James A. Farley. 








tors and Democratic chieftains. 

The First Lady herself, though scheduled to 
speak at another simultaneous banquet of Young 
Democrats in the Willard Hotel, appeared briefly 
to wave a greeting to the Mayflower assemblage. 


A DRAMATIC ENTRANCE 


The President made a dramatic entrance. A 
curtain suddenly parted and he was disclosed 
standing beneath a large portrait of Andrew 
Jackson, loaned from the Corcoran gallery—and 
insured for the night for $25,000. Beside him 
were the presidential flags and the Stars and 
Stripes, with brilliant floodlights playing viv- 
idly on the presidential dais, as the band struck 
up, “Hail to the Chief.” 

Two hundred waiters served the banquet, 
which culminated with the appearance of a huge 
donkey standing in front of the White House, 
over which appeared the figures “1937” all 
worked out in ice, as part of the dessert. Other 
designs in ice included the Washington monu- 
ment and the American eagle. But there were 
no elephants! 

Postmaster General James A. Farley, seated 
at the President’s left, introduced him in a single 
sentence. An ovation of hand-clapping, cheers 
and whistling that lasted a minute and a half 
greeted Mr. Roosevelt as he arose to speak. 


DIFFERENT MENUS 

While the $50-per-plate participants at the 
$100,000 Mayflower Hotel dinner partook of lob- 
ster, terrapin and capon, other celebrants who 
had bought $10 tickets ate roast beef at a din- 
ner sponsored by Young Democrats at the Wil- 
lard Hotel. Nineteen hundred guests attended 
this biggest dinner ever given at the Willard— 
and an overflow of 400 more had to be accom- 
modated at the nearby Washington Hotel. 

Mrs. Roosevelt graced the Willard dinner, and 
spoke on the opportunities and obligations of 
women in politics. The mauve-whiskered and 
Chesterfieldian Senator James Hamilton Lewis, 
of Illinois, was toastmaster. A guest of nonor 
was Mrs. Florence Jackson Stoddard, lineal 
descendant of “Old Hickory,” who regaled 
the gathering by reciting an original ballad in 
which she lampooned the Supreme Court. 

Enthusiastic Young Democrats sang “Happy 
Days Are Here Again,” pounding time with their 
spoons. 

Similar scenes were simultaneously enacted 
all over the country at more than 2,000 other 
dinners. 

At committee headquarters it was estimated 
that more than 250,000 tickets were sold, at 
prices scaling from $50 down. In all instances a 
major part of the proceeds went to the Demo- 
cratic National Committee. Official estimates of 
the total thus raised were lacking, but obser- 
vers pointed out that an average of only $1.60 
from each of 250,000 tickets would have wiped 
out the $400,000 party deficit; while if an aver- 
age of $4 from each ticket was realized, it would 
have netted a million dollars for the campaign 
chest. 


SWELLING THE “HOPE CHEST” 


From each ticket at the main dinner in Wash- 
ington $45 went to the party, or a total of $90,- 
000. From the Young Democrats’ dinner in 
Washington $7.50 per ticket netted some $15,000. 
Thus campaign proceeds from the Capital City 
dinners alone lump to more than a quarter of the 
party deficit. 

In New York City 1,600 persons paid $25 apiece 
for their dinners, of which $20 per ticket went to 
the party, or a total of $32,000. Other large cities 
charged from $25 down to $10 per ticket. Hun- 
dreds of dinners in smaller cities also swelled the 
avalanche of cash pouring into party coffers 














Republican Chiefs Assail 


President’s Message 


Budget and Jackson Day Dinners 
Also Draw Heavy Fire 


REPUBLICAN big guns volleyed and thundered 

a bit more loudly than usual last week. Some 
of the shooting consisted in salvos of exultation 
over the Supreme Court’s AAA decision. 

Other fire directed at the New Dealers had 
three main targets: (1) the President’s drama- 
tized message to Congress;- (2) his new budget; 
and (3) the Democratic Jackson Day dinners, 
characterized by Republican critics as “Lucullan 
feasts” held while millions of persons are in 
poverty and on relief. 

Firing at the President’s message and the man- 
ner of its staging, Republican National Commit- 
tee Chairman Henry P. Fletcher said listeners 
could not fail to be impressed with “lack of 
dignity in the whole proceedings.” The dignity 
of the Presidency and of Congress was “lost in a 
welter of perfervid denunciation and invective,” 
he declared, with Congress there only to “play 
the part of a lot of stooges in a radio broadcast- 
ing studio.” ° 

His criticisms were made in an address before 
the Union League Club in Philadelphia. 


MR. HOOVER’S REPLY 

Former President Hoover thought the Presi- 
dent’s message might have been properly entitled 
“War on Earth and Ill Will Among Men.” It was 


A ed 





—Underwood & Underwood. 
“MENE, MENE, TEKEL, UPHARSIN” 
The handwriting is on the wall, says Representa- 
tive Hamilton Fish as he draws a comparison be- 
tween the Democratic Jackson Day dinner and 
the feast of- Belshazzar, predicting the defeat of 
the Democrats. 











a good example, he said, in a statement issued at 
Ogden, Utah, of Mr. Roosevelt’s method of 
branding as “terribly wicked and corrupt” those 
who dissent from New Deal philosophy. The New 
Deal relief administration is “a stupendous mess,” 
Mr. Hoover ceclared, and patronage abuses stand 
out in contrast to the President’s claims of hav- 
ing subordinated partisanship to public service. 

Utterances in the President’s message, Repre- 
sentative Hamilton Fish (Rep.), of New York, 
told a radio audience, “sounded to& me like those 
of a desperate man calling out the mob and 
preaching class hatred because he knew the New 
Deal was slipping and that the people had lost 
confidence in his promises and pledges.” 

Later in the week Representative Fish com- 
pared the $100,000 Jackson Day dinner in Wash- 
ington to the “feast of Belshazzar” chronicled in 
the Bible, in which the king read the handwrit- 
ing of coming defeat on the wall. 

Also shooting at the Jackson Day dinners, Rep- 
resentative B. Carroll Reece (Rep.), from Jack- 
son’s home State of Tennessee, said this “alleged 
honoring of Jackson is a fraud upon real Demo- 
crats” and quoted from various of President 
Jackson’s state papers to show them at variance 
with New Deal philosophy. 


SPENDING ATTACKED 


In a radio speech the day President Roosevelt 
sent his budget message to Congress, Representa- 
tive L. T. Marshall (Rep.), of Ohio, speaking 
under National Republican Congressional Com- 
mittee sponsorship, declared that when Mr. 
Roosevelt in the 1932 campaign promised to cut 
operating expenses of Government 25 per cent, 
“we did not know that he was going to launch 
this country on the greatest spending spree ever 
witnessed by any nation in time of peace.” And 
now, he complained, the President meets criti- 
cism of “this vast debt” in “his usual jovial and 
jesting manner.” 

Recipient of a sharply worded letter was Presi- 
dent Roosevelt. Former Governor Gifford Pin- 
chot, of Pennsylvania, wrote him charging that 
“WPA actually assists in the systematic collection 
of graft from the needy” in Philadelphia. Appli- 
cants there for WPA jobs are referred by the 
State employment office to a private employment 
agency, which then extorts payment from the ap- 
plicants for WPA jobs, it was asserted. 

Pennsylvania relief has been “sold into political 
bondage,” the former Governor wrote, and only 
a “thorough housecleaning” could redeem the 
President’s pledge to keep relief out of pMitics. 

Similarly, in his Philadelphia address, Chair- 
man Fletcher alleged that relief money had be- 
come a “vast electoral slush fund” and “one rea- 
son that people are starving” is that relief ap- 
propriations “are being consumed by Democratic 
Federal and local politicians all along the line.” 
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+ THE TIDE OF WORLD AF FAIRS + 


*SCAPE?—Men-of-war are moving | 


| Made to Curb Business With Warring! 
Nations—Anglo-French Accord— 
Cuba Goes to the Polls 


up and down the Mediterran- 
ean aS the 20th approaches when 
the ill-fated subjeet of oil sanctions 
against Italy is destined to rear its 
head again at Geneva. Meanwhile, 
Uncle Sam is planning his course so 
as to keep out of any undertow that 
might drag him toward war, should 
that be the outcome of Europe’s 
diplomatic game. 


As the Nye Munitions Committee 
delves into old records to learn what 


lessons there are along America’s | 


road to the World War, House and 
Senate committees are shaping a 
permanent neutrality measure de- 
signed to reduce to the lowest pos- 
sible point any stake of American 
business in a future struggie. 

The Senate Foreign Relations and 
House Foreign Affairs Committees 


are working on the Administration | 


neutrality bill, in the main a man- 
datory measure. By adopting this 
characteristic (a concession on the 
part of the State Department) a 
serious controversial issue has been 
removed. Observers in the know 
contend that the temper of the 
Senate against granting the Presi- 
dent discretionary power in apply- 
ing the restrictions to belligerents 
has not changed from the last ses- 
sion. On the contrary, it has been 
strengthened by the recent Hoare- 
Laval peace plan fiasco which made 
public opinion increasingly wary of 
cooperation with the League against 
an aggressor. 
x * * 


*SORMULA.—The formula for iso- 
lating the United States from 

war as contained in the bills under 
consideration runs along this wise: 

1—The President, upon the out- 
break or durinig the progress of any 
war, shall proclaim an embargo on 
arms, ammunition and implements 
of war to the belligerents, extending 
it to other countries when they be- 
come involved. 

2—The President, when he finds 
it necessary for security and neu- 
trality, may embargo materials used 
in the manufacture of arms or con- 
duct of war above the amounts nor- 
mally shipped. 

3.—On the President’s proclama- 
tion of a state of war, it shall be 
unlawful for any person within the 
United States to purchase or sell 
bonds, securities, or other obliga- 
tions of a belligerent or its political 
subdivisions. 

4.—All embargoes or restrictions 
shall apply equally to all belligerents 
unless Congress, with the approval 
of the President, declares other- 
wise. 

5.—American vessels are prohibited 
from carrying arms, ammunition, or 
implements of war to the belli- 
werents, and if necessary for main- 
tenance of peace, any of the key 
materials embargoed by the Presi- 
dent. 

6.—The President may proclaim, 


when he deems it necessary, that | 


transactions with belligerents are to 
be at the trader’s own risk. 

7—An American national travel- 
ing on a belligerent ship does so at 
his own risk. 








Representative Maverick in the 
House is of a more drastic nature. 

It would cause an embargo on 
arms to apply automatically with 
the outbreak of war; would fix a 
definite basis for the quota em- 
bargoes of the key materials; and 
| make more stringent the financial 
and shipping restrictions. 

x * * 


ISSENT.—When the Foreign Af- 

fairs Committee threw its hear- 
| ings open to the public on Jan. 9 
and invited Prof. Edwin M. Bor- 
| chard, of Yale, to present his views, 
| they encountered some dissent. Mr. 
Borchard branded the measure as 
an “amateurish attempt to change 
the rules of international law,” a 
piece of legislation that will draw 
this country into the wars it in- 
tended to avoid. 

The Yale professor declared that 
it was not trade, the munitions in- 
dustry, or banking that drew the 
United States into the World War, 
but executive incompetence. 

Before the Senate Committee, Sec- 
| retary of State Hull who had had a 
| leading role in drafting the Admin- 
| istration bill, agreed to the elimina- 
| tion of certain wording objected to 
| by Senator Vandenburg who favors 
| air-tight mandatory legislation. 
| The part objected to was in Section 
3 which gives the President power 
to prohibit the export of key ma- 
terials in excess of normal amounts 
whenever “to refrain from placing 
such restrictions would contribute 
to the prolongation or expansion of 
the war.” 

While the committees were work- 
ing on neutrality, the Council on 
| Foreign Relations issued “Can We 
| Be Neutral?” by Allen W. Dulles 
| and Hamilton Fish Armstrong. The 
| authors warn that “no neutrality 
| legislation can give us the advan- 

tages of an isolation which does not 

in fact exist,’—not only must the 

United States try to escape entang- 

lement in wars, but it is likewise 

obligated to bend an effort toward 
seeing that there are no more wars. 

In the matter of embargoes, the 

authors suggest that the Executive 
| should have discretionary power to 
determine the time when they 
shouid be imposed and the articles 
to be covered. 

x * & 


“¢QOCIAL FUNCTION”’?—Someone 
has said: “Disarmament is like 
a social function—nobody wants to 
arrive until everyone is there.” 
With the five powers represented 
| at Clarance House, London, unwil- 
| ling to be first in naval disarma- 
| ment, the chances grow increasingly 
| great that on Jan. 14 the tangled 
sessions of the naval conference will 
end in a burst of inglory. 
Japan will not forego its demand 











for 


ss ets parity with the powers of the 
8—The President may prohibit | west, the United States and Great 
belligerent submarines from enter- | Britain, and the latter are unwilling 
ing American waters. __ | to meet the demands of the mistress 
9.—The National Munitions Con- | of the Orient 
trol Board is continued. — ibilit eer 
A bill introduced by Senators Nye wan aoe p> erent Piste es 
and Clark in the Senate and by | : 
| to do with the withdrawal of the 


| Japanese from further discussions, 


and the continuance of talks be- 
tween the United States, Great Brit- 








Rock ; ain, France, Italy, and _ possibly 

Island Germany and Soviet Russia. 
Meanwhile, at Washington, Con- 

‘ gress had placed before it the 
budget recommendations of the 


| President—$938,000,000 for national 

defense for the coming fiscal year. 

| The financial need for veterans was 
placed at $790,000,000. 
x*rk 


NiO MORE SANCTIONS?—Is the 

Italian front at home and abroad 
crumbling so that the League of 
Nations will not be faced with the 
task of applying further sanctions 
to end the Fascist colonial expedi- 
tion in Africa? 

Word of mutiny in the Tyrol 
seeped across the cables during the 
week and was indignantly denied at 
Rome. From Ethiopian sources 
there came news of victories by 
Haile Selassie’s warriors. Another 
intriguing story had Leopold III in 
London seeking funds for the Prince 
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Chicago by More Than 10 Hours of Piedmont that the latter 
Shortest, Quickest Through might seize the reins when I] Duce 
Service from St. Louis falls. 

Whether fact or fancy govern 

OLDEN STATE these stories, Gfeat Britain and 
France are dravving closer together 

L | M ' T E D in military alliance. Both the 


French and British fleets are to be 
reshuffled in the Mediterranean | 
and adjacent waters around Jan. 20. | 
when Geneva is scheduled to take up 
again the ticklish oil embargo ques- 
tion. 

A story emanating from Paris 
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| Africa increasing 222,162 barrels be- 
| tween last October and November. 


panies with a new lucrative trade— | 
the exports to Italy and Italian- 


While the Rome press on Jan. 7 
and 8 bitterly attacked President 
Roosevelt’s message to Congress crit- 
icizing dictatorial, warlike nations, 
extra police guards were thrown 
about the American Embassy in the 
Fascist Capital. 

xk 


LECTION.—Returns from the 

Island indicate that the Cubans 
on Jan. 11 elected to the presidency 
Dr. Miguel Gomez, coalition candi- 
date of the Nationalists and Re- 
publicans, and former mayor of 
Havana. 

The voting, in which women par- 
ticipated for the first time, climaxed 
a period of provisional presidents 
and military dictatorships starting 
with the overthrow of Gerardo 
Machado in 1933. Some of these in- 
termediate regimes were recognized 
by Washington, ard some were not. 


The United States News 


| yuan of the recently created politi- 
| cal Council for Hopei-Chahar. 





The defeated candidates are for- 
mer presidents Mario G. Menocal, | 
put up by the Democrats, and 
Manuel de Cespedes backed by the |! 
Centerist Party. Leftist opposition 
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Since the death of Dictator Gomez 
has been forced to suspend con- 
stitutional guarantees. 

P. A. FREDERICK. 


building trades which have been | 
out since October, resulted in the 
death of five persons. 

Venezuela, in a state of unrest 


to call to power the leader of the 
powerful conservatives, Gil Robles. 

A one-day general strike in 
Buenos Aires in sympathy with the 




















groups charged during the political 
campaign that preceded the voting 
that although the United States 
Marines have been withdrawn from 
the Island, American influence has 
not. 
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xx 
CROSS THE WORLD. — While 
comparative quiet reigns in the 
Far East, events of some importance 
are taking place. On Jan. 8 the 
Japanese Counsul General at Peip- 
ing presented a snarp protest to the 
subordinates of General Sung Cheh- 


Can you be 
Hooled on this taste? 
Not a chance ! 


People who like a robust whiskey are keen 
and quick to take to Old Overholt, the 
American straight rye bottled in bond un- 
der U. S. Government supervision— the 
requirements of which, as to full 100 proof, 
storage in barrels, and freedom from addi- 
tion of younger spirits, are more rigid than 
those of any other country in the world. 


You'll like this cordial full rye flavor, and 


The 
note charged anti-Japanese activi- 
ties of General Sung’s army. 

Meanwhile, Manchukuo’s Vice 
Minister of Foreign Affairs echoed 
the recent words of the Japanese 
military—that Japan cannot permit 
North China to come under Soviet 
domination. Chinese students in 
Nanking rioted anew against Jap- 
anese influence. 

To complicate matters further— 
the Soviet Foreign Office announced 
on Jan. 10 that two Japanese avia- 
tors had landed a plane in Soviet 
territory 100 miles from Vladivostok 


you ll never be fooled on it. You'll also be 
protected against substitution and numerous 
“just-as-goods,”” Old Overholt is at least 41z 
years old, 


If you're the sort of adventurous soul who'll 
try any good thing at least once, order Old 
Overholt at your favorite bar and at your 
liquor store. Now lowest in price since repeal, 
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and attempted to kidnap a Soviet es . 
citizen. & © 1938, A. Overbolt & Co., Inc., Broad Ford, Pa. 
vs 4 : 
On Jan. 6, the Spanish Cortes | AN é: 
from which Prime Minister Portela §s- 2 


could not obtain a majority sup- 
port was dissolved. Elections will 
take place on Feb. 16. The future of 
President Zamora, who still has two 
more years to serve, may be affected 
by the outcome, for he has refused 
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T WAS only the other day that newspapers 
carried the story of an old street musician 
who fiddled on a busy corner in a great city. 


As they dropped small coins into his battered 


BEFORE BUYING A CAR 
- ASK YOURSELF THESE 
5 QUESTIONS 


Over and over again, in Chrysler-made cars, 
motorists have seen the finest available metals and 
materials supplanted by new ones, still more dur- 


able and reliable. 


hat, few gave him more than a passing look. Until 
a great musician came along... heard in the un- 
certain fiddling something that stopped him in his 
tracks. The musician stepped closer, looked sharply 
at the violin, spoke excitedly and bundled the old 
fiddler into a taxi . . . made him rich beyond his 
wildest dreams. 

For the violin was a Stradivarius. {Worth 
$70,000. 


* * * 


Seventy or so pieces of wood . . . carved, fitted, 
glued together, varnished and equipped with four 
strings. But as they came from the hands of 
Antonio Stradivari they had some magic of tone 
beauty . . . an unseen value which skilled hands, for 
two hundred years, have been trying without suc- 
cess to duplicate. 


In every field, there are always products of 
human skill that possess this priceless quality of 
unseen value .. . born of the character and genius 
of the man or men whose work they are. And 
a modern motor car can have that kinship to 
a Stradivarius ...an important fact to know 
when you are going to buy a car. 


America has learned that when you buy a 
Chrysler-built car —Plymouth, Dodge, De Soto, 


DODGE 


RASSENGER CARS AND TRU« 


Chrysler Marine and Industrial Engines 


1. Has it proper weight distribution? 
2. Has it genuine hydraulic brakes? 
3. Is it economical to run? 
4. Has it floating power? 

5. Has it all-steel body? 





ONLY CHRYSLER-BUILT 
CARS HAVE ALL FIVE 




















Chrysler or Dodge Truck—you are sure of unseen 
value in extraordinary measure. 


How Unseen. Value is Seen 


For in these cars America has seen what unseen 
value means . . . has seen engineering skill and 
genius time after time discover new ways to in- 
crease motoring pleasure, comfort, economy and 
safety. 


This is the character of Chrysler Corporation... 
of the men who work with Walter P. Chrysler and 
his associates. This is the driving force which shows 
in their work . . . never satisfied, forever searching 
for new ways to improve the motor cars they build. 


You have witnessed the results. For, it is only a 
little more than ten years ago that Chrysler Cor- 
poration entered the already well-established auto- 
motive field. 


Today the ten-year-old newcomer is one of the 
industry’s leading manufacturers . . . providing 
livelihood for nearly half a million Americans... . 
producing one out of every four cars sold... and 
the only American automobile manufacturer that 
in 1935 exceeded 1929 “prosperity peak’ pro- 
duction. 


Violin or motor car . . . you know that such 
success cannot be won except by surpassing value 
... by extraordinary unseen value as well as value 
visible and seen. 

When you buy a Chrysler-built car... a 
Plymouth, Dodge, De Soto, Chrysler or Dodge 
Truck . . .regardless of price or size... you know 
you are getting such great degree of unseen 
value as will pay you extra dividends of enjoy- 
ment and satisfaction. 





DE SOTO 
CHRYSLER 






Airtemp — Air Conditioning 


Ee 
YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 
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| Editorial Majority 
| Approves AAA End 


TWO-THIRDS OF COMMENTATORS 
HOLD VERDICT BENEFICIAL, 





THIRD SEES SUBSTITUTE | 





Decision by the Supreme Court that the 
AAA is unconstitutional is declared by the 
newspapers to be of vital importance, not 
only to the farmers but to the whole coun- 
try. Newspaper opinions on the effect of 
the court action divides thus: Belief that 
the passing of the farm measure is benefi- 
cial, 68 per cent; judgment that a substi- 
tute must be found and that amendment 
of the Constitution will be proposed, if 
necessary, 32 per cent. 


THE death blow to the AAA, with the court’s 

decision that the processing tax is constitu- 
tionally wrong, is considered by the press one of 
the most important rulings in the history of the 
court. It means, as pointed out with much em- 
phasis, that the New Deal has met 4 second 
major legal disaster, and that tie Federal Gov- 
ernment is barred from control of State pro- 
duction of farm products. 


‘NO DICTATORSHIP’ 

“Once more the court has declared,” says the 
Akron Beacon Journal (Ind.), “that under the 
present Constitution we are not to have a dic- 
tatorship. That is the meaning of the historic 
decision declaring the AAA _ unconstitutional 
and invalid. 

“It was but a restatement of fu:‘amentals 
clearly outlined on May 27 wher the iNitA code- 
making authority was destroyed. 

“The decision further uproots the insidious 
theory upon which the entire New Deal exper.- 
ment has been founded, employment of the Fed- 
eral taxing power to bring the entire popula- 
tion of the United States under the thumb of a 
centralized bureaucracy in Washington.” 


EARLY WARNINGS DISREGARDED? 


“One thing must not be allowed to become 
obscure in the public mind,” aavises the New 
York Sun (Ind.), “while the New Deal is re- 
forming ranks shattered by the decision. This 
is that President Roosevelt and his advisers in 
advance had ample warning of the constitu- 
tional flaws inherent in every one of the meas- 
ures which the Supreme Court has thus far de- 
clared unconstitutional. 

“They may not be heard now to place on any- 
body else responsibility for their decisions to 
gamble with questionable legislation in the hope 
that long lines of judicial interpretations would 
be forgotten or departed from.” 

“The court observes,” according to the Nash- 
ville Banner (Ind.), “that the claim of the Gov- 
ernment that the plan is voluntary and not 
compulsory is not sustained by the terms of the 
act itself, for ‘the regulation is not, in fact, vol- 
untary.’ 

“And the court makes the broad and positive 
declaration that, even if the plan were one for 
voluntary cooperation, it would stand no better 
so far as Federal power is concerited, for ‘at best 
it is a scheme for purchasing with Federal funds 
submission to Federal regulation of a subject 
reserved to the States.’ 

“The Supreme Court still stands the bulwark 
for defense of the Constitution and the Consti- 
tution for defense of the institutions of the re- 
public, of the rights of its sovereign States and 
of the freedom of its citizens.” 

“The Supreme Court,” as it appears to the 
Rochester Times-Union (Ind.), “in striking at 
the very foundation of the AAA program, has 
done more than keep Federal authority within 
due constitutional limits. It has done more than 
interpose another check to growth of centralized 
power and control. 

This decision has halted a plan and program 
inherently harmful, vicious and contrary to 
sound economic principles. 

“When NRA was swept away, one of the prin- 
cipal Administration spokesmen predicted a 
serious setback for business. Yet, in fact, re- 
covery was thereafter more rapid. 

“So it may be with this still more important 
decision by the great court which guards our 
fundamental law.” 


NO GOOSE-STEPPING 


“Considering all the ramifications of the de- 
cision,” states the Indianapolis Wews (Rep.), “it 
marks one of the greatest popular victories in 
the history of the country. It assures the aver- 
age hard-working, law-abiding, liberty-loving 
American that he can not be goose-stepped 
around by an intrenched bureaucracy in Wash- 
ington, that his money can not be taken with- 
out due process of law, and that he can earn, 
enjoy and husband the fruits of his labor. It will 
liberate the consumer from forced payment of 
tribute on his food and other necessities, and it 
will force the Government to seek a market for 
the full production of American farms, a move 
that should hold the emergency advantage 
gained by agriculture and add to it.” 


"DECISION IS TRAGIC” 

Voiding of the farm legislation is deplored by 
the Birmingham News (Dem.), and that paper 
comments on the resulting situation: “The 
court’s 6-to-3 decision is a disaster not merely 
to American agriculture, but to the entire na- 
tional economy. It strikes down a program 
which was the best plan yet devised for the 
solution of the long-standing pioblem of farm 
relief by placing agriculture on something like 
a reasonable parity with the resi of the Ameri- 
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Cartoon ist Evans in the Columbus Dispatch 


The Unfailing Light 








can economy, and at the same time by far the 
most effective measure enacted under the New 
Deal for the promotion of general recovery. 
“The decision is tragic for the American farm- 
ers. Unless something is done to replace the 
invalidated AAA, and done quickly, it will mean 
the reversion of American agriculture to the 
hopeless, pitiable conditions under which the 
farmers suffered for so many years prior to the 
enactment of the adjustment plan—in fact, for 
most of the years of the country’s history.” 


AMENDMENT FORESEEN 

“Unless Congress finds some other way to 
preserve the benefits of the AAA,” says the 
Winston-Salem Journal (Dem.), “the decision 
will be disastrous to American agriculture. The 
AAA has been the salvation of the farmer. Ag- 
riculture cannot expect relief from the States. 
Its problems are national in scope and the Fed- 
eral Government alone can solve them. 

“An amendment to the Constitution may be 
necessary. But this would take time. Congress 
should exhaust all constitutionai recourses be- 
fore attempting to go outside that realm to pro- 
tect the benefits of AAA. Public opinion de- 
mands the preserv2iion of these benefits. 

“As for this Sunreme Court decision, it con- 
stitutes probably the most vital judgment of the 
court since the rendition of the Dred Scott de- 
cision. It also significantly reveals that nine 
of the best legal minds in the nation are divided 
with respect to the constitutional aspects of the 
Agricultural Adjustment Act.” 


+ 
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Howthe Press Views 
President’s s Speech 


MAJORITY O OF C COMMENTATORS 
CONDEMN THE ADDRESS AS 
A CAMPAIGN APPEAL 








President Roosevelt’s message “on the 
state of the Union,” delivered at the 
opening of the Congress session, is 
viewed by 63 per cent of commenting 
newspapers solely as a political appeal but 
it is approved by 37 per cent as the Execu- 
tive’s version of public policy. 
SEVEREST critics of President Roosevelt’s 

speech before Congress charge that the 
Executive missed an opportunity to heal old 
wounds by delivering a bitter attack on business 
interests. Friendly comment is based on the 
judgment that he issued a challenge to the op- 
position, proposing that they test their views 
by legislative action. 


“A CAMPAIGN SPEECH” 


“To say the least,” thinks the Chattanooga 
Times (Dem.), “he did not show the best pos- 
sible taste when he injected a bitter political 
note into his message.” The Recchester Times- 
Union (Ind.) holds that it was “embarrassing to 
the American people for their Chief Magistrate 
to deliver on such an occasion, a bitter partisan 
harangue, essentially a campaign speech.” 

“An attempt to create class hatred” is de- 
nounced by the Detroit Free Press (Ind.), while 
the Chicago Daily Tribune (Rep.), pointing to 
the fact that the President himself “is a far 
richer man than all but a few of his opponents,” 
feels that “his hypocrisy was too evident.” 

The New York Herald Tribune (Rep.) finds 
in the Roosevelt Administration “the real au- 
tocracy which the nation must fear until it is 
overthrown.” 

The Atlanta Journal (Dem.) contends that 
“the question confronting the pecple of America 
is whether they shall be ruled again by auto- 
crats or shall go forward.” The New York 
World-Telegram (Ind.) states: 

“‘They seek the restoration of their selfish 
power. They offer to lead us back round the 
same old corner into the same old dreary street.’ 
In exactly 25 words Franklin D. Roosevelt sums 
up his case.” 
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Cartoonist Elderman in the Washington Post 


Hey Fellers, Look Who’s Here! 














American Neutrality 


From the Milwaukee Journal (Ind): 
‘THE President in hise message laid down a 
broad principle of neutrality. It is that the 
United States shall do its best not to aid any 
nation in the prosecution of a war. But most 
of our people would say they want to avoid any- 
thing which might in any way entangle us in 
war. 
ss 
From the Detroit Free Press (Ind.): 
TRYING to keep out of war ourselves, and at 
the same time trying to shorten wars, which 
means exerting influence on one side or the 
other, we are in danger of falling between two 
stools. The way to escape that danger is for 
Congress to make its neutrality legislation man- 
datory and applicable impartially to all bellig- 
erents. 

Asking any President, with discretionary pow- 
ers, to resist the tremendous volume of propa- 
ganda that can be aroused in this country on 
behalf of this or that foreign country, appears 
to make the chances of our keeping out of other 
peoples’ wars depend upon a very slender thread. 
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‘No True Budget’ 


In Opinion of Press 


AAA COLLAPSE, RELIEF AND 
BONUS, MOST EDITORS BELIEVE, 
MAKES BALANCE UNCERTAIN 











“The balanced budget is still remote,” 
according to the available press opinions of 
the country, given after a study of Presi- 
dent Roosevelt’s message on the sub- 
ject. Recognition of the fact that the 
Executive “has hope” is the most favor- 
able comment. It is held by many news- 
papers that great uncertainty as to the 
ultimate budget is produced by the Su- 
preme Court’s upset of the agricultural 
program and the possibility of a veter- 
ans’ bonus. 


ATIONAL judgment that there is no “true” 
budget, because of uncertainty about re- 
lief expenditures in the next fiscal year, is voiced 
by some editorial writers, with serious attention 
to the added handicap of the adverse ruling on 
AAA processing taxes, and active efforts to pass 
a bonus bill. 


‘TRUE BUDGET’ DEMANDED 


“The country will await a true budget that 
realistically estimates both expenditures and in- 

come,” says the Wall Street Journal (Ind.). 
That paper holds that “if the budget was not a 
true budget at 12 o’clock noon Monday, because 
it omitted unemployment relief payments, it 
was even less a budget at 12:45, when the Su- 
preme Court had finished its reading of the AAA 
decision.” 

“Again there is division of outgo into two bud- 
gets, ordinary and extraordinary,” says the 
Philadelphia Evening Bulletin (Rep.), “although 
the revenue to meet both comes from the pockets 
of the same taxpayers. There can be no talk 
of a really balanced budget as long as that Kind 
of’ Federal bookkeeping exists.” 

“Never before has the country faced a more 
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on the basis of marimum interest to 
readers. Excerpts only can be pub- 
lished because of limited space. Com- 
munications not intended for publica- 
tion should be so marked.) 


The Jobless Problem 

Sir:—Your Dec. 30 editorial was es- 
pecially good and timely. We do need 
an era of good will—a better under- 
standing of”human responsibilities. * * * 

This is no new era ot exploitation of 
the people. It has been going on for 
centuries. Now the pecple are getting 
onto the racket, and they are going to 
do something about it. Big business and 
little business have been just plain 
in their arrogance and greed. 
Social security wasn’t in their vocabu- 
lary. * °° 

Workers in manufacturing (7,109,000) 
are as near the 1926 figures (8,848,000) 
as they will ever be, because industrial 
efficiency during the past few years has 
more than made up the difference. 
What, then, is to become of the rest of 
the millions of workers who are thus 
shut out of employment? 

The Townsend plan looks fantastic. 
Yet I am not sure but what it is the 
answer. JOHN W. BAKER. 
Ithaca, N. Y. 

x*** 


.Wants Changed Course 
Sir:—I read your “Era of Good Feel- 
ing” with great interest and enthus- 
iasm, * * * I wish the man in the White 
House could and would read and find it 
sinking into his soul, and then “right 
about face.” Cc. W. BAKEBY. 
East Orange, N. J. 
*« * * 


Fired at 50 

Sir:—Your editorial, “The Era of 
Good Feeling,” might have been a good 
joke were it not for the tragedy of it all. 
The writer worked 19 years, long hours 
and at small wages, for a glass company, 
which when taken over by another com- 
pany let all of us men out who had 
passed the criminal and ungodly old 
age of 50. What would be your reaction 
if placed in a similar position through 
no fault of your own? For the present 
I must reserve my thoughts about the 
“era of good feeling” as they might not 
make good reading for the capital class 
to digest. THOMAS TIGHE. 
Dunkirk, Ind. 

x* 


Political Expediency 

Sir:—I congratulate you on your edi- 
torial of Dec, 30. * * * Let the good 
work go on. There are hundreds of 
thousands of Americans who believe 
that we are being fooled, or the poli- 
ticians are trying to fool us, with that 
word that you have sc effectively set 
forth, “expediency”—really, self-interest. 
Southbury, Conn. ALFRED W. DAY. 


Sir:—I notice the letter of E. M. Nor- 
ris in your Dec, 30 issue saying reach 
the politician and let him know he is 
the people’s servant. Try and do it. 
He would laugh up his sleeve at you and 
think you another sucker out of mil- 
lions of suckers called the public. The 
way to let him know he is a public ser- 


their quota of sins, but their critics have 
extraordinary difficulty in presenting 
conclusive evidence that pressure by in- 
ternational bankers forced Woodrow 
Wilson to ask Congress for a declara- 


vant is to say it to him not with flowers Wilson a “False Alarm”? 


but say it with a brick on his dome. 
Worcester, Mass. E. D. WARD. 
xk 


The President’s Message 

Sir:—The President's “holier than 
thou” night message to the Congress is 
a clear-cut harangue of vituperation 
against the world at large and more 
especially the nation and its citizens 
who are his peers in everything except 
vindictiveness and malevolence. 

Behold in “me” a new savior and 
prophet, Franklin by name, self-ordained 
to sit in judgment to resurrect and di- 
rect the world. * * * In 1933, “I” dis- 
covered the United States living without 
a@ past except ignorance and primitive 
simplicity and with my retinue of slaves 
proceeded to civilize in accordance with 
my conception. The charges of autoc- 
racy against others are personified in 
the acts of the accuser; “the pot calling 
the kettle black.” 

The electorate has become politically 
minded, doing their own thinking, not 
to be bulldozed by insulting sophisticated 
phrases of political buncombe. 

OLD LINE DEMOCRAT. 
Philadelphia, Pa. 
* * 


Reform vs. Recovery 

Sir:—A system which permits 
workers to toil at productive industry 
until they have their arms full of hard- 
earned wealth and then permits and 
even abets financial sharks to relieve 
them of their precious burden by a trick 
has no right to squeal about Govern- 
ment interference. 

Yes, we know that if business is given 
‘a free hand it will quickly get under 
way again, and bring about another 
such era as we passed through, with 
the “sheep shearing” that inevitably fol- 
lows. 

This we workers, farmers and small 
business men will not tolerate again. We 
prefer that the Government take a hand 
and protect our hard-earned preserves 
by passing adequate laws. This way 
spells safety and we prefer to wait a few 
years even by delaying a false recovery 
to get a more stable security. 

San Francisco, Calif. E. J. LONG. 
x * 


Our Entry Into the War 
Sir:—Your Dec. 23 article on the 
causes of the entry of the United States 
into the World War, and of the neces- 
sary implications of a peace-at-any-price 
policy for the United States should be 


our™. 


_“incidents” may be avoided. 


tion of war. G. E. 
Lawrence, Kans. 
xk * 
Sir: — Your editorial, “Traitor or 


Statesman,” is laughable. 

Any child 15 years of age knows that 
Woodrow Wilson was pro-English and 
that it was material interests as well as 
that of international bankers and muni- 
tions makers that influenced him to 
harp upon war. It was a commercial 
war and not one for neutral sea -ights. 

Mr. Wilson was not a statesman but a 
false alarm for the United States of 
America. BERNARD WOHLFART, JR. 
Astoria, N. Y. 

x** * 


Defends War President 

Sir:—I am great admirer of Woodrow 
Wilson, and I admire your defense of 
him in the United States News of 
Dec. 23. 

I think it a lowdown, dirty outrage 
upon clean humanity in general for a 
bunch of disgruntled mugwumps to 
undertake to besmirch the good name 
of as great a man as Wilson. 

Go on with your fight, for it is an 
honorable and just one. JOHN R. HUIE. 
Adona, Ark. 

x * * 


War Mother’s View 

Sir:—Your surprising editorial in the 
Dec. 23 issue of The United States News 
brings a number of questions to my 
mind. * * * 

In event of a general European war, 
the whole question involving our neu- 
trality resolves itself into a choice be- 
tween two forms of sacrifice. Legitimate 
as is our foreign trade, reluctant as we 
are to have importers, exporters, any 
form of business suffer, if choice must 
be made between that and sending forth 
again our best selected youth, to be 
murdered, or worse, we should choose 
the financial sacrifice. 

I write as a World War mother, de- 
termined to write, speak, and use my 
entire influence toward keeping other 
mothers, other lads, from going through 
what we suffered, and to stand against 
any way other than one of defense. I 
am not an extreme pacifist. Indeed, I 
cannot sign the various peace petitions, 
since they always include some one’s 
Silly idea of disarming on the ground 
that if we are not prepared we will not 
fight. We made one noble gesture in 
that line. I have been delighted with 
the firm stand of the present Adminis. 
tration, warning about actions “at their 
own risk”, and I- hope that the usual 
I also ap- 


widely read. Probably the big, bad in- /’ prove the increase in army and navy. 


easy.* * * 
You write very feelingly of hauling 
down the American flag, of “peace with 


dishonor,” of “peace with humiliation,” 
while America gone pacifist, accepts it 
all! 

Let me suggest now that we mobilize 
all the Republican and Democratic 
Congressmen who are concerned with 














the freedom of the seas, including also 
the gentlemen of the press, some lead- 
ers of big business who must be ready 
by this time to try almost anything, 





Cartoonist ‘Dudp in the Baltimore Sun 


Waiting At the Safe 








and perhaps some of the rest of us who 
have lived long enough—rather than 
mobilize the boys who have a right to 
expect life from us, instead of death. 

HARRIET PYNE GROVE. 
Cincinnati, O. ®* * * 


Thoroughgoing New Deal 

Sir:—One of the things needed in this 
country is for the Congress of the 
United States and the law-making 
bodies of the States thereof to repeal N 
the laws on the statute books and re- 
tain, for the present, in their entirety 
the constitutions of both the United 
States and the States. Upon a repeal 
of such laws have a proviso that the 
private and quasi-public institutions now 
existing shall have a number of years, 
say from 5 to 25, in which to wind up 
the affairs of such institutions and dis- 
tribute to the rightful owners the assets, 
free fronf’any taxation whatever. 

The next step then is to call a con- 
vention to recommend to the Congress 
and State law-making bodies such laws, 
if any, as appear needed to be passed 
to make more clear our rights under 
such Constitutions. Let the delegates to 
such conventions be selected by a vote of 
the people. 

After the delegates are selected let 
such delegates recommend to such law- 
making bodies what, in their opinion. is | 
the will of a majority of the people. 
Upon such recommendations received 
let the Congress and State law-making 
bodies pass such laws, if any, in con- 
sonance with such constitutions and will 
of the people, not inimical to liberty and 
freedom. * * 

The people and law-making bodies 
are confused with laws and conflict of ° 
of laws. * * * 

Destroy nothing needful, but retain 
that which we have of substance, ever 
ceasing to worship heroes in human 
form. C. C. BRADFIELD. 
Beaumont, Texas. 

x «wk 


Townsendism in Michigan 

Sir:—Why not take this four billion 
and start the Townsend Pension Plan 
and get this money in circulation. See Vv 
what this man Main of Kalamazoo 
did—took the Townsend Pension Plan 
on in his campaign and got more votes 
than his four opponents together. Now 
look out for 1936. H. E. COBLENTZ. | 
Charlevoix, Mich. 





dent is his relief policy,” 


sible for a man to enjoy a $50 dinner. 
depends, we shoula say, on who's paying for it. 
—Roanoke Times. 


Court said nay, 


uncertain or dangerous situation,” declares the 
Manchester (N. H.) Union (Rep.), 
York Times (Dem.), 
total relief expenditures,” concludes that “what 
remains is part of a budget—a shell rather than 
the whole.” 


and the New*® 
noting failure to “estimate 


Agreeing “the real problem before the Presi- 
the Salt Lake Deseret 


ews (Ind.) feels that “the American people 


have come to a realization of the fact that, al- 
though the economic situation is growing better, 
the nation is not making the expected headway 
in balancing the budget.” 





Quips in the News 


Mind vs. Stomach 


Someone writes in to inquire whether it is pos- 
That 


‘Yes and No, Dr. Townsend’ 
Dr. Townsend intends to write to leaders of 


both parties asking how they stand, yes or no, 
on the Townsend Plan. 
answer yes AND no.—Buffalo Times. 


Most of them will 


ee & 


‘Popular’ Government 
They call it popular government—and some- 


times, for the first couple of years of an Admin- 
istration, it is—Detroit News. 


* * x 


A Feat in ‘Plowing Under’ 
When it came to an AAA reduction program 


the court plowed under all three rows.—Nash- 


ille Tennesseean. 
- *K * * 
Extra Letters for the AAA 


It was the AAA, until the United Supreme 
nay, nay.—Muskegan Chronicle. 
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ID American dollars force the 

United States into the World 

War? Or was it German sub- 
marines? 

Certain Senators declare that the 
dollar sign hangs high over the 
course of the nation from the Sum- 
mer of 1914 to eventful April 6, 1917. 
War financiers, on the other hand, 
hold the importance of this factor 
exaggerated—that submarine out- 
rages forced the hand of President 
Wilson. 


In a marble-walled room of the | 
| the introduction of documents and 


Senate Office Building the record is 
being turned back some 20 years to 
see if financial commitments to the 
Allies before 1917 swayed the course 
of America toward war on the side 
of Great Britain and France. 
Copies of documents are being 
produced showing huge transactions 
from 1914 to 1917 between belligerent 
Allies and America’s leading finan- 
cial house; a change in the attitude 
of the State Department from op- 
position to loans and credits to war- 
ring nations to “no objections; 


“contacts” between governments 
and money sources. 
Behind the long investigating 


table is the Senate Munitigns Com- 
mittee, headed by Senator Gerald 
P. Nye (Rep.), of North Dakota. 


And before it during the week have | 


been J. Pierpont Morgan, Thomas 
W. Lamont, and George Whitney, 
of the House of Morgan, and Frank 
A. Vanderlip, war-time president of 
the National City Bank. 


The Morgan firm negotiated dur- | 


ing the World War the purchase of 
three billion dollars’ worth of sup- 


plies for the Allies in the United | 
States and earned for its services | 


as purchasing agent 30 million dol- 
lars. In addition, it arranged huge 
loans and credits for the benefit of 
the same nations. 

This is the second phase of the 
Munitions Committee’s investiga- 
tion. Last year it looked into the 
activities of the arms manufactur- 
ers to determine what part, if any, 
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o enjoy 
at destina on 
while you ride 
incomprt by rail 
Sound reasoning by trav- 
elers steadily increases the 
number of private motors 
shipped to California or the 
Southwest by Santa Fe Fast 


Freight, while owners 
themselves travel by train. 


There’s the obvious joy of 
having one’s own car at 
destination; the record low 
cost and simplicity of ship- 
ment; the saving of pre- 
cious days en route; avoid- 
ance of uncertain expense, 
fatigue, and the tricks of 
winter roads and weather. 
+ 

When owner's party holds 
two or more first-class 
one-way or round-trip rail 
tickets, extra cost of ship- 
ping the car is only 3.6¢ 
per mile.( Minimum charge 
between any two points, 
$54 for auto and two 
passengers.) 

May we give you details? 
G. C. DILLARD, Dist. Pam. Agt 
SANTA FE RY 
$02 Franklie Trust 5B! 1500 Chestnat St 
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| MR. MORGAN’S STATEMENT 











DOLLARS OR U-BOATS—WHAT SENT US TO WAR? 
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‘Twenty-year-old Records Searched to Learn Relationship 
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_ Between Private Finance and Government Policy 


they play in fomenting wars. A bill 
drawn as a result of that probe is 
pending in the Senate. 

Starting with the opening days 
of the war in 1914, the Committee 
members at the public hearings have 
been attempting to show through 


questions put to the men on the 


stand that American neutrality was 


influenced by the course of Ameri- 


can business from 1914 to 1917. | 


While admitting that they could not 
be neutral in the face of German 
“criminal invasion of Belgium,” and 
later, by unrestricted submarine 
warfare, 
clared that they scrupulously 
avoided doing anything to embar- 
rass the Government at that cfiti- 
cal time. 


At the outset of the hearing Mr. 


| Morgan asked to insert a personal 


statement into the record. 

Citing the difficulty of remaining 
neutral after the German invasion 
of Belgium, Mr. Morgan declared in 
his statement: 

“We agreed that we should do all 
that was lawfully in our power to 
help the Allies win the war as soon 
as possible. That thought was the 
fundamental idea underlying every- 
thing that we did from the very be- 
ginning of the struggle till the Arm- 
istice in November, 1918.” 

Senator Arthur F. Vandenberg 
(Rep.) of Michigan was prompted to 
inquire if the view did not run coun- 
ter to President Wilson’s neutrality 
proclamation. Mr. Morgan replied 
that it was quite impossible to be 
impartial in mind. 

In another section of the state- 
ment, Mr. Morgan declared: 

“Germany, as I say, drove us into 
the war by a series of acts begin- 
ning with the sinking of the “Lusi- 
tania, and ending in the crowning 
insult of suggesting to Mexico to 
make war on us, promising it should 
have assistance and the surrender 
of Texas, Arizona and New Mexico 
as areward. We certainly could not 
bear any more such acts.” 

At the end of the reading of the 
“four minute” statement by the 
financier, Senator Bennett C. Clark 
(Dem.) of Missouri strongly objected 
to any more “stump speeches”, 

Here are the highlights of the 
story developed so far at the public 
hearings: 


RAISING WAR LOANS 

Three days after the war started 
in 1914, Rothschilds Freres of Paris 
cabled the Morgan Co. in New York 
suggesting the raising of $100,000,- 
000 for France, a substantial part 
of which would be left in the United 
States to pay for purchases of 
American goods. The New York 
firm replied that owing to the ex- 
change situation the loan could not 
be handled immediately, but later it 
might be “possible and excellent 
thing to do.” The cable read 
further: “United States Govern- 
ment strongly disinclined send more 
gold abroad. We are using every 
effort assist in this * * *” 

The Paris Branch of Morgan’s in 
reply suggested the establishment of 
French credits in the United States, 
and warned that “if we do not fore- 
Stall others it is probable that such 
houses as Kuhn, Loeb & Co., may 
try to do something for other na- 
tion.” Senator Nye asked for the 
identification of the “other nation” 
—whether it referred to Germany, 
and Mr. Morgan said he supposed so. 


THE BRYAN LETTER 

There was introduced into the 
record a letter from Secretary of 
State Bryan to President Wilson 
dated Aug. 10, 1914, pointing out 
why, although there was no legal 
objection, it appeared “advisable for 
this government to take the position 
that it will not approve of any Joan 
to a belligerent nation.” 

On Aug. 15 of the same year Sec- 
retary Bryan wrote to Morgan’s in 
reply to a query from them: “Loans 
by American bankers to any foreign 
nation which is at war is inconsist- 
ent with the true spirit of neutral- 
ity.” 

The American firm cabled their 
French representatives to inform 
Rothschilds that owing to the “de- 
clared attitude” of the United States 
Government they were unable to 
negotiate a loan to the French Gov- 
ernment. 


POLICY CHANGED 

But there soon came into the pic- 
ture evidence of a changing attitude 
on the part of officials at Wash- 
ington. A Lansing Memorandum 
written on Oct. 23, 1914, on a con- 
versation with President Wilson 
prompted Senator Nye to question 
the men on the stand as to whether 
pressure was being exerted on the 


Chief Executive to fix a definite 
policy with regard to foreign credits. 
The memorandum po‘nted out 
that “there is a decided difference 
between an issue of Government 


the Morgan officials de- | 





bonds, which are sold in open mar- 
ket to investors, and an arrange- 
ment for easy exchange in meet- 


| 


ing debts incurred in trade between | 


a@ government and American mer- 
chants. * * * As trade with bellig- 
erents is legitimate and proper it 
is desirable that obstacles, such as 
interference with an arrangement 
of credits or easy method of ex- 
change, should be removed.” 

The substance of the memoran- 
dum was “eonveyed to Willard 
Straight at Metropolitan Club” the 
next evening. Mr. Morgan identified 
Mr. Straight as a “gentleman we 
used to get information.” 


| THE OTHER SIDE 


Senator Nye cited a letter from 
Secretary of State Bryan to Chair- 
man Stone of the Senate Foreign 


| Relations, Committee to show that 


the head of the State Department 
was not cognizant of the “chang- 
ing” attitude of the Administration 
toward credit arrangements with 
the belligerents. 

Two days after the Lansing mem- 
orandum, Ambassador Jusserand 
communicated the following to a 
vice président of the National City 
Bank: 


“I think it 1s appropriate for me to 
confidentially tell you that from in- 
formation, the accuracy of which I 
cannot doubt, you will find the com- 
petent authorities ready, not of 
course to grant ‘permission’ which 
is neither asked for nor wanted, but 
to abstain from objections.” 

On Nov. 1, 1914, the National City 
Bank had taken over $10,000,000 in 
French one-year treasury warrants. 


THE OFFICIAL NOTICE 





It was not until Mar. 31, 1915, that | 


public notice of the change in policy 
toward credits was made in a State 
Department release. 

The investigators turned to the 


purchasing activities of the Morgan 





firm on behalf of the Allies. The 
concern revealed that in 1915 it 
owned stock in 14 of the firms, 
for which it placed wartime orders 
for the British and French, all or- 
ders for the Allies eventually total- 
ing $3,636,000,000 

In 1916 the British government 
indicated its desire to cancel con- 
tracts for $55,000,000 worth of rifles 
from Remington of Delaware, Rem- 
ington Arms, and Winchester. 
Munitions Committee introduced 
into the record a cable from Mor- 


The | 


+ 





gan to London purporting to show | be encouraged and then to say that | 


that such cancellation might affect 
adversely further British financial 
operations in the United States. 
After considerable negotiation, the 
contracts were not cancelled. 

The same year Morgan’s of New 
York cabled their London partners 
to find out if the British Govern- 
ment would “be interested in pur- 
chasing this stock (of Winchester 
Repeating Arms) or in making any 
suggestions regarding its purchase.” 

Furthermore, the cable said, “we 
would be surprised if Kuhn, Loeb & 
Co. would not act in this matter for 
the enemy.” 


BRITISH “INTERESTED” 


An Anglo-Russian commission, it 
was developed, acquired the control- 
ling stock in the Eddystone Rifle 
Factory, an American concern, while 
the United States was still neutral. 
Great Britain advanced $10,000,000 
for the factory. 

The change in the Administra- 
tion’s attitude toward the floating of 
foreign government loans in this 
country occurred in Aug., 1915. The 
then Secretary of the Treasury, Wil- 
liam Gibbs McAdoo, it was brought 
out at the hearing, wrote to Presi- 
dent Wilson: 

“It seems to me entirely inconsist- 
ent to say that the purchase of our 
farm products and manufactured 
articles and other supplies by for- 
eign governments is lawful and to 





we discourage and discountenance 
as being unneutral the credit oper- 
ations which are an essential part of 
such transactions.” 


“IT want to deny in the most clear 
manner that I can that such a 


thing was ever thought of by us or 


In his lengthy letter to the Chief 


Executive, the Secretary referred to 
the fact that “Great Britain is, and 
always has been, our best customer,” 
and that American prosperity 
would be “tremendously increased if 
we can extend reasonable credits to 
our customers.” 

On Aug. 26 President Wilson wrote 
to Secretary Lansing that no action 
“either for or against” the proposed 
loans should be taken. 

In September, Morgan & Co. ar- 
ranged an Anglo-French loan of 
$500,000,000. 

Senator .Clark in bringing out 
Morgan support of the British ster- 
ling market in 1915, asked if the 
sudden withdrawal of that support 


had been used as leverage on the | 


American Treasury to change the 
neutrality policy. 
Again the Morgan officials as- 


serted their patriotism and their | 


avoidance of any measures that 
might embarrass or bring pressure 
on the Government. Referring to 
the implication on the part of some 
members of the Committee that 
Morgan & Co. brought on the ex- 
change panic of August 1915, the 
head of the financial house de- 
clared: 


; on 


done by us at any time in any way.” 

“The bankers don’t bring leverage 
government departments over 
here,” Mr. Lamont replied. 
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SEAGRAM’S Famous WHISKIES 
You get every penny of Tariff Saving—AND MORE! 
cA Slaloment of | Inthe spirit of international good- But Seagram has gone much further. In furtherance 
Solkoy from the will and cooperation evidenced by of that same spirit of goodwill, Seagram has made 
House of Seagram the recent Tariff Treaty, Seagram substantial additional reductions in price in order to 
- fulfils its obligation by passing on to the consumer make the luxury of these finer whiskies available at 
the full benefit of tariff reductions. For this Seagram _ prices so reasonable that they come within the reach 
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S the New Deal dead? Or will it be resur- 


rected? 
End of AAA to have few immediate ef- 


fects on business or farming. Long term 


outlook clouded. 


Hectic period ahead in Congress. 


” 


Shooting holes in the budget. Ten billion 


dollars in probable expenditures. 


How does Government spending affect re- 
covery? 
Business can 
for the next 


Where 


on 


the money 
Government 


goes. 
count orders 
year. 

raised through the 


\ HICH cry now will be 
country? 


The New Deal is dead! Long live the New 
Deal!” 

Or, 

“The New Deal is dead! May it rest in peace!” 

One or the other is due as AAA joins NRA 
in the graveyard of alphabetical experiments. 

President Roosevelt is raising the’ first cry. 
He favors a successor to the New Deal that was 
unable to survive its clash with the Constitution. 

Business is raising the second cry. It wants 
now to forget the experience of the last 34 
months by turning away from the dominance of 
Government 

Congress and the Supreme Court will decide 
between the two. If that decision is for a New 
Deal its reign will differ drastically from the 
old. The reason? Because: 

First, in its decision ending NRA codes, the 
Supreme Court closed the door to Federal control 
over local enterprise through its power over in- 
terstate commerce. 

Second, in its decision ending AAA farm pro- 
grams, the Supreme Court closed the door to 
Federal control over local affairs through its 
power to subsidize or tax. 


ONE WAY OUT REMAINS 


One door is left open. 


The Federal Government, as the Supreme 


Court points out, has almost unlimited power to 
tax and broad power to spend money, if the 





Ceeeeeties seer 


~—Wide World. 


LOOKING FOR A BALANCE 


Daniel W. Bell, Acting Director of the Federal 

Budget Bureau, attempts to figure out the new 

factors thrown into the 1937 budget by the 
Supreme Court decision. 





spending is not conditioned on regulations in re- 
turn. 

If a New Deal now is to reign it may be based 
on bounties or on grants to States that would 
induce state-wide New Deals. 

Either that or an amendment to the Consti- 
tution broadening Federal power or clipping the 
wings of the Supreme Court. 

High New Deal councils now are debating the 
course to be followed in dealing with the Con- 
stitution. Hints thrown out suggest’ that no 
general assault along that line wiil be made now. 

Officials do not conceal their surprise at the 
calm with which both the NRA and the AAA 
decisions were received by the public. 

They wonder whether the voters may not be 
partial to the second cry: “The New Deal is dead! 
May it rest in peace!” 


Result of AAA Decision 


Business Gets Freer Hand. 
Present Farm Outlook Good 


\/HAT results, as they affect business men, are 

expected to flow from the decision ending 

the New Deal's vast experiment in national farm 
planning? 

An appraisal obtained from the disinterested 
experts surveying the situation for the Govern- 
ment reveals varied aspects. 

Short term and long term problems are in- 
volved. So are there expected to be different 
reactions in business and in agriculture. 

Business, first of all, is concerned with the 
meaning of the decision itself. 

The decision reflects a narrow construction of 
Federal powers under the Constitution. That 
means probable trouble for other experiments, 
such as Federal concern with labor relations in 
industry, control of utility holding companies 
under the present plan, Federal pay roll taxes to 
force State unemployment insurance systems 
and grants of money for public works where 
Federal restrictions are attached. 

Unless there is an amendment to the Con- 
Stitution, business men can forget the Townsend 


















Shifting Views on Farm Situation—Hints of New Deal Strategy—Changes 
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In Budget—Effects on Business Men 


+ + 

















ORTUNES of business were improved in 43 States during De- 
In each of these States more goods were bought 
and paid for by check than in the same month of 1934. 

In three States—Louisiana, Virginia and West Virginia—condi- 
tions remained about the same, with dollar volume moving up but 
only the same amount of goods changing hands. 
States—Kansas and Mississippi—did fewer goods move into con- 


cember 1935. 


Old Age Revolving Pensions, Inc. Its tax and 
spending ‘plans fly directly in the face of the 
Supreme Court decision on the AAA, 


BACK TO LOCAL CONTROL 


Basically, this decision means that the Federal 
Government is pushed out of the picture so far 
as control over local business affairs is concerned. 
Production iy both agriculture and industry is 
held by the Supreme Court to be local. There 
is a long step back toward laissez-faire. Busi- 
ness men can have another try at making their 
system work normally. 

A realization of that fact is credited with 
the lift in business sentiment that followed the 
decision. 

There were upsets in some markets, such as 
those for cotton goods. Some prices were re- 
duced to the amount of the now dead processing 
tax. Flour principally was so affected. But 
those readjustments are regarded as temporary. 


FUTURE FOR THE FARMER 


In agriculture the situation, as the Govern- 
ment experts see it, is different. 

They see short-term and long-term aspects of 
importance, 

Short-term results do not cause official worry. 
Farmers may temporarily slow their buying while 
they see whether their income is to be affected. 
But Congress is all set to appropriate money to 
pay off about $250,000,000 of promised bounties 
and its members are scrambling to get in ahead 
with a new system of continued bounties. 

That means more checks for severai millions 
of farmers. 

At the same time, the supply aud demand sit- 
uation is well balanced in most farm products. 
This absence of burdensome surpluses comes at 
a time when the purchasing power of city work- 
ers is increasing. Experience shows that in- 
creasing industrial pay rolls are accompanied 
by increasing farm incomes. 

Thus the farm picture for at least another 
year is regarded by the Bureau of Agricultural 
Economics as being bright. 

But long term results of an end to farm con- 
trols are viewed with deep concern by officials. 
They doubt if the end to AAA will have such 
favorable repercussions as the end to NRA. 


LACK OF FOREIGN MARKETS 


Why the expected difference? 

Because farmers, without Government assist- 
ance, have been unable to adjust their produc- 
tion in relation to probable market demand. 
AAA was a system to establish these controls, 
which the Supreme Court says are beyond the 
Federal power to establish directly. 

Unlike the market for industrial products, 
which is limited only by the capacity of the in- 
dividual to buy, the market for farm products 
is limited by the rather inelastic capacity of the 
individual stomach. 

On that basis, studies by the Department of 
Agriculture have reached the conclusion that 
this country has about one-third more farmers 
than it needs to supply the demand for food- 
stuffs. 

To complicate the problem further, farmers in 
the past have sold a sizeable portion of their 
products in foreign markets. 

But foreigners are rigidly 


restricting their 


+ : 
purchases by empire agreements and quota re- 








year. 


In only two 
partment of Labor. 


strictions and import prohibitions. Thus Ger- 
many is starving for fats and is in dire need of 
cotton, yet is unable or. unwilling to buy. Eng- 
land, which formerly bought heavily of Ameri- 
can products, now favors Canada, Australia, The 
Netherlands and Denmark. Italy struggles to be- 
come self-sufficient. 

It is on that basis that Government experts 
see trouble ahead for agriculture unless some 
method of control is worked out. 


New Farm Bounties 


Proposals to Aid Farmers 
Do Not Lack in Number 


R. ROOSEVELT’S decision to establish the 
reign of a new, if limited, New Deal, sug- 
gests a hectic period ahead. 

The session of Congress that was to be short 
and peaceful, already promises to be long and 
hectic. 

Members are falling over one another with 
plans to help the farmer. The Senate wants to 
have its own plan. The House thinks that it 
should have credit for a plan. The White House 
plows ahead with its study of plans. 

From them these things stand out: 

There will, in all probability, be a new excise 
tax on farm commodities, similar to the proces- 
sing tax. Even representatives of processors, on 
the ground here, accept that as a foregone con- 
clusion. 

The best bet for a new farm plan involves 
bounty payments to farmers on the basis of the 
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sumer channels during December than in the same month of last 


These business maps comparing conditions with a year ago are 
prepared monthly by The United States News from statistics gath- 
ered by the Federal Reserve Board on check payments. 
ance is made for changes in wholesale prices as reported by the De- 


Due allow- 


domestic portion of the crop. They may be paid 
to improve their land. 

There will be a law passed, under present 
plans, to balk suits to recover nearly $1,000,000,- 
000 in processing taxes already paid into the 
Treasury. 

New encouragement is given to inflation blocs 
in the House and Senate as they conclude that 
spending is the only base on which to build a 
New Deal. 

As other New Deal laws crash under Supreme 
Court blows, the activity in Congress will be ex- 
pected to increase accordingly. 


Spending of Billions 


Outlay May Prove Double 
Total Revenue Receipts 


ON one day—January 6—Mr. Roosevelt not only 

saw the destruction of his New Deal experi- 
ment, but saw his budget of national income and 
outgo shot full of holes. 

The President had struggled hard to give a 
conservative cast to his estimate of deficit for 
his fourth year in office. Finally, after much 
figurfng, he was ready to tell Congress that, if 
new appropriations for relief were left out, the 
Government could come within a billion dollars 
of living within its income. 

That even included nearly $600,000,000 for re- 
tirement of old debt. It represented a drop of 
more than two billion dollars from the deficit 
expected for this year, ending next July 1. 
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pevocatss of the soldiers’ bonus in the Senate and among leaders of the various 
“% veterans’ organizations discuss plans for pushing the bonus bill just passed by the 


House of Representatives through the Senate. 


Left to right (seated): Senators Ben- 


nett C. Clark, James F. Byrnes, and Frederick Steiwer; (standing): Ray Murphy, Na- 
tional Commander of the American Legion; James Van Zandt, Commander of the 
Veterans of Foreign Wars; and M. A. Harlan, Commander of the Disabled American 


Veterans. 
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gress before they appeared meaningless, except 
in a general way. 

The reason? 

First Congress moved swiftly to pay $2,200,- 
000,000 at once to veterans of the World War. 
These billions were not in the budget. 

Second, word trickled from the Works Progress 
Administration that $1,500.000,000 would be 
needed if the present type of work relief is to 
be carried through 1937. 

Third, the Supreme Court, upsetting AAA, left 
that organization with about $250,000,000 of ob- 
ligations to farmers that Congress and the Presi- 
dent intend to pay. 

Fourth, the President put $547,000,000 worth 
of pay roll and coal taxes into the budget, only 
to find that the Supreme Court, in killing AAA 
had cast some real doubt over their eventual 
collectioh, since most of them are not payable 
until next January. 

The President had estimated total Federal 
revenues for the fiscal year 1937—starting next 
July 1—at $5,649,256,606. This included $547,- 
300,000 of processing taxes, now defunct, and 
$547,100,000 in other taxes of uncertain legality. 

He estimated Federal expenditures at $6,752,- 
606,370, including $619,347,000 to farmers, which 
now are illegal. 

When all of the shooting was over it looked as 
though, actually, the Federal revenues for 1937 
might not be more than $5,000,000,000 and that 
expenditures might really look like this: 


Estimated, exclusive of benefit 
PE: <i. cds6eteésquanie na $6,133,600,000 
ED asdscnecsescanee 2,200,000,000 
.. rrr er 1,500,000,000 
Farm Benefits ...ccccccceces +--+ 250,000,000 
WGN csntusdacedsanwebaense $10,083,600,000 


The most that the New Deal has been able to 
spend in past years is the estimated $7,645,301,- 
000 for the fiscal year now more than half past. 

If the veterans’ bonus and emergency farm 
benefits are thrown into the next fiscal year that 
total becomes more than ten billions. 

What is the meaning of that to business men? 

Simply, that if Federal spending is one of the 
props to the present business recovery that prop 
is going to be present in even stronger form dur- 
ing the year ahead. 


Pump Priming a Help? 


What Effect Has Federal 
Spending On Real Recovery? 


1s there any way to tell whether Federal spend- 
ing is an important factor in the present busi- 
ness recovery? 

The National City Bank has sought an answer 
to that question and in its current monthly bul- 
letin, expresses its judgment. 

“It is certain,” the bulletin asserts, “that these 
expenditures, financed in great part by an ex- 
pansion of bank credit and therefore adding to 
current purchasing power at the expense of the 
future, are giving business very important sup- 
port. °° * 

“The trade it suports may readily account for 
the difference between profits and losses in in- 
dustries, and hence have a marginal importance 
out of proportion to its size. 

“This is the basis for the arguments of the 
school of thought which claims that the improve- 
ment has been created by the spending. We 
know of no way of proving or disproving the 
claim, but it is alarming rather than reassuring. 
There can be no genuine recovery except as busi- 
ness recovers the ability to support itself.” 

However, the bank analysts say that the “es- 
sential condition of genuine recovery is that the 
economic system shall come into better balance, 
i.e., that prices and costs throughout the system 
shall reach relationships upon which all produc- 
ers can buy more from other producers.” 

While Government spending is an uncertain 
factor, the conclusion is that adjustments in the 
system have been real so that the picture need 
not be pessimistic. 

“Thus,” the bulletin says, “price relationships 
between raw materials and finished products 
have been generally improved, and their dispar- 
ity was the most important disruption of trade 
relationships in the depression. It is reasonable 
to believe that the improvement woud survive, 
at least in part, if the Government’s pump prim- 
ing operaticns ceased.” 

That question of the relationship between 
Government spending and recovery is one that 
has gone unanswered because of the unreadi- 
ness of the Government to slow down its outlays. 


Cost of Government 


Enormous Sums Earmarked 
For Various Activities 


HEN it comes to spending, President Roose- 
velt proposes to pay out in the next fiscal 
year: 

A billion for the old-line departments. 

A billion for the Army and the Navy—an in- 
crease of a quarter billion. 

Three-quarters of a billion for veterans. 

More than $600,000,000 for the AAA. 

A quarter of a billion for CCC. 

A total of $1,385,125,000 for debt charges, in- 
cluding $805,000,000 interest. 

Nearly $900,000,000 for public works, including 
$81,000,000 for housing. 

To Dr. Rexford Guy Tugwell’s Resettlement 
Administration $150,000,000. 

Business men looking to the Government for 
orders will find that spending is projected on as 
large a scale for the year ahead as for the past 
few years. 

OweEN Scott, 
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Favor Shown For Bounties to Producers Based on Soil 
Conservation—Substitutes For Processing Tax 





[Continued From Page 5.] 
assure farmers a definite portion of owns or had loans on nearly 6,000,- 


FARM: REACHING ‘OUT FOR A NEW PROGRAM 
OF CROP CONTROL T REPLACE THE OLD ONE 


©} eee 


the national income. 000 bales of cotton which represent | 


But now the whole machinery is an investment of about $300,000,000. 


destroyed. Unrestricted production could leave | 


important | the AAA in the unenviable position 


ree situations in 
Th of the old Farm Boara. 


crops cause the President and his 


aides to conclude that new com- | Those are regarded by officials as 


trols must take the place of the old | jmpelling reasons for a new pro- 

if farmers are to avoid a fresh crisis | gram in cotton. 

within the next year. They are: 

Cotton. Farmers of the South are HEAVY CORN CROP DUE 

getting ready to plant this year’s | 
. cotton crop. The AAA had tied them 

to a plan for reducing the acreage | 

planted to cotton by from 30 to 45 


Corn, A series of small corn crops, 
| the result of drought as well as of 
AAA acreage control, has resulted in 
sharp curtailmént of livestock pro- 


Mr. Wallace sees, on that basis, | sees the prospect in 1936 of a corn 
the prospect of a 16,000,000 bale crop | crop 500,000,000 bushels larger than 
in 1937 if weather conditions are | can be consumed. This, he thinks, 
normal. Future markets are dis- | would portend great expansion in 
counting a change in the cotton hog production and the feeding of 
picture with the price of the De- other animals with a consequent 
cember option down under 10 cents | price reaction late in 1937. 

a pound. This crop year farmers, 

with combination market prices, gy ty — 
ounties, are realizing o id 

anne ones plus in this crop that had amounted 


about 36 cents 6 pound. to 400,000,000 bushels back in 1933. 
Also, the Federal Government 








States is expected to import about 

35,000,000 bushels of bread grain. 
But, with normal growing weather, 
an abnormally large acreage of win- 
ter wheat, already in the ground, 
coupled with unrestricted produc- 
j 4 tion of spring wheat, would be ex- 
NOW—3 fast flights daily pected to give this country about 
from EAST 200,000,000 bushels of wheat to ex- 
Most frequent service port by the time new crops are all 

harvested. 
to CHICAGO American wheat prices already 
J 

CALIFORNIA A oe cons ; ~ 





considerably above those 
other world markets. An export- 











ae eeRaerescntttlle i able surplus would be expected to 
@ Leave WaShington, Philadelphia or bring them down to a level that 
New York near close of the business day would enable the grower of this 


and arrive in Los Angeles, San Fran- ; a : 
cisco, Portland, Seattle for morning country to compete with foreign 
growers. 





business appointments, Only United 
offers overnight service to all Pacific P 
coast cities. CHICAGO—only 5 hrs. Under the AAA plan the idea was 
from Washington or Philadelphia. that lower prices would be compen- 
7% a — wren, ork. ei tiated sated for by benefit payments made 
ickets, Reservations: Any Unite sail ‘ Pile 
Ale Lines ‘Wlalnt Oflice tu 95 cieies, or any | possible by processing taxes. 
hotel, travel bureau or telegraph office. In | Also, the idea was that if surplus 


Washingtoa—12 15th St., N. W., ME 5656 supplies piled up then the next year 
UNITED AIR LINES the Government would help farm- 
ers get together to hold down their 
plantings in an effort to bring a bet-* 





per cent. Back of this cut lay the | duction. 

fact that the United States has a The Government policy has been 

surplus of about 8,000,000 bales or | to encourage a gradual increase in 

about two-thirds of a normal crop. the output of meat animals by keep- 
Now controls are off and Southern | ing control of the corn crop. 

farmers are free to go ahead and Now, with controls removed, how- | 

plant as much as they like. ever, the Secretary of Agriculture | 


During the present year the United | 


ter adjustment of supply and de- 
mand. 
Now that type of control is ended. 


RESPONSE OF MARKETS 
How have markets responded to 
that end of the AAA experiment? 
The response has been varied. 














available in 1934-35. Milk and | tail markets in greater quantity in 





5 nearty $1,000,000,000 revenue and 2 | 
supplied ithe cash for the benefit Bigger Food S Supplies cheese will be produced in greater 1935-36 than in the previous year. 
payments that went to farmers dur- ae ‘Prospect for y ear abundance; likewise, butter. 
ing three seasons for curtailing pro- Wheat supplies are promising, but 


Wheat prices, of the new crop | 
months—those representing crops | 


to be grown—fell lower. So did the 
same future months of cotton, with 
the price fall sharp. On the other 
hand, hog prices increased. The 
reason for the hog price advance 
lay in the fact that packers passed 
part of the processing tax on hogs 
back to the farmer in the form of 
lower prices. When the tax was re- 
moved the prices moved higher to 
make up that difference. 


FORECAST FROM THE PAST 

As for the future? That is any- 
body’s guess in tHe view of officials. 

What has been the experience of 
agriculture under the regime of 
AAA through three seasons? 

When the Adjustment Adminis- 
tration started operations in May, 
1933, the gross income of farming 
for the previous year had been 
about five billions of dollars. In 
1935 farmers enjoyed a gross income 
of nearly eight billions of dollars—a 
three billion dollar, or 55 per cent, 
increase. 

How much of that increase was 
attributable to AAA control pro- 
grams, how much to the drought 
with its removal of surpluses, and 
how much to the devalued dollar is 
a matter of dispute. 

When the AAA started operations, 
a cotton crop was in the ground 
threatening a 16,000,000 bale pro- 
duction. 

Also, a pig crop was growing that 
promised the country a bigger pork 
supply than it ever had enjoyed. 

Coupled with those developments 
was the fact that foreign customers 
were busy putting up barriers 
against the sale of surplus American 
products in an effort to protect their 
own farmers, or to encourage farm- 
ers in their dominions. 

The first thing that AAA did was 
to set under way a plan to plow up 
10,000,000 acres of growing cotton 
and to kill 6,000,000 iittle pigs. In 
all of its history the organization 
never was able to live down that 
operation and all of its activities 
thenceforth, to millions of people, 
represented pig killing and cotton 
plowing. 

In the Fall of 1933, processing 
taxes were set into operation. Dur- 
ing their lifetime they produced 
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| management applied to the 
efficient production and intelligent distribution of 
quality steel products has made association with 
National Steel and its subsidiary companies profit- 


able to employes, customers and stock holders. 
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HERE was a time when the price tag told the 
main story about a car’s quality. Low price, 
low quality —high price, high quality. 


But Buick has changed that. For example, the 
sleek Buick Special at $765* factory list has the 
same basic Buick quality as the lordly Limited 
at more than twice the price! 


It has the same more efficient type of valve-in- 
head straight-eight engine. The same smooth, 
lash-free torque-tube drive. The same tiptoe 
hydraulics, solid steel ‘‘Turret Top” roof, 


“‘Knee-Action”’ gliding ride. pick you'll get longer life, more tasteful style, 
The difference is in size and capacity and finish. deeper comfort, a more satisfying car to own. 


All Buicks are dig in power and ability, beauti- ‘ . 
ful inside and out, Buicks to the innermost fibre. Soon auiealancien cee Wee 
Bring your pocketbook here and let it choose prised at how little per month lets you own a 
from four cars that range in price from $765 Buick. Come in and let us show you how you 
factory list to $1945*. Then look upon the best can use this saving to get a better car a 
buy money can produce. Whatever Buick you _ you’ ve been driving. 


*YOU CAN AFFORD THE NEW BUICK 
$765 to $1945 are the list prices at Flint, Mich., 
subject to change without notice. Standard and a“ rd 3 
special accessories groups on all models at extra cost. All 
Buick prices include safety glass throughout as standard 


equipment. Convenient new 


GMAC 6% TIME PAYMENT PLAN 


WHEN BETTER AUTOMOBILES ARE BUILT, BUICK WILL BUILD THEM 








SEE YOUR NEAREST BUICK DEALER 
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+ BUDGET DEFICIT A BILLION WITHOUT RELIEF COSTS + 


Nearly Seven Billion Dollars Asked to Cover Expenditures in Fiscal 


President Roosevelt's message to Congress, Jan. 6, trans- 
mitting the Federal budget for the fiscal year ending June 30, 


1937, follows in full text: 


'T’O the Congress of the United States: 


Pursuant to provisions of law I 


transmit herewith the budget of the United States Government for 
the fiscal year ending June 30, 1937, together with this message, which 


is definitely a part thereof. 


The estimates have been deveioped after 


careful analysis of the revenues, obligations, and reasonable needs of 
the Government, and I recommend appropriations for the purposes spe- 
cifically detailed in the tables which follow. 


Part | 

TO mortal is permitted unfailingly 
to predict the future. This is par- 
ticularly true of estimates which re- 
late to the money values of prop- 
erty and services in a world of na- 
tions torn by dissension, by violent 
price fluctuations, and by forebod- 

ings of the future. 

It is, therefore, a cause for con- 
gratulation within our own nation 
to realize that a consistent, broad 
national policy, adopted nearly 
three years ago by the Congress and 
the President, has thus far moved 
steadily, effectively, and success- 
fully toward its objective. 

In March, 1933, in spite of sub- 
stantial increases in tax rates dur- 
ing the preceding administration, 
Federal tax receipts had fallen to 
such a low level that even normal 
expenses of Government could not 
be carried on without creating a 
mounting deficit. In addition to 


_ normal expenses the problem of mil- 


lions of starving unemployed called 
for a relief program which obvi- 
would greatly increase that 
deficit. 


MAIN OBJECTIVES 

The national policy which we then 
adopted sought to stop the down- 
ward economic spiral by taking si- 
multaneous action along a dozen 
fronts. The chief objectives were: 
To make bank deposits secure, to 
save farms and homes from fore- 
closure, to start public works on a 
large scale, to encourage home build- 
ing, to increase farm crop values, 
to give useful work instead of a dole 
to the needy unemployed, to reduce 
all interest rates, to increase foreign 
trade in both exports and imports, 
to extend Government credit to rail- 
roads and other privately owned ac- 
tivities, to reduce unsound and gen- 
erally disastrous speculation, to 


+ 


| 


eliminate starvation wages, to seek | 


a higher level of values, and then 
to maintain those values. 


BASIS OF POLICY 

On the part of the Federal Gov- 
ernment the many legislative acts 
creating the machinery for recovery 
were all predicated on two interde- 
pendent beliefs. 

First, the measures would im- 
mediately cause a great increase in 
the annual expenditures of the Gov- 
ernment — many of these expendi- 
tures, however, in the form of loans 
which would ultimately return to 
the Treasury. 

Second, as a result of the simul- 
taneous attack on the many fronts 
I have indicated, the receipts of the 
Government would rise definitely 
and sharply during the following 
few years, while greatly increased 
expenditure for the purposes stated, 
coupled with rising values and the 
stopping of losses would, over a pe- 
riod of years, diminish the need for 
work relief and thereby reduce Fed- 
eral expenditures. The increase in 
revenues would ultimately meet and 
pass the declining cost of relief. 


SEES PLANS PROVEN 

This policy adopted in the Spring 
of 1933 has been confirmed in actual 
practice by the Treasury figures of 
1934, of 1935, and by the estimates 
for the fiscal years of 1936 and 1937. 

There is‘today no doubt of the 
fundamental soundness of the pol- 
icy of 1933. If we proceed along the 
path we have followed and with the 
résults attained up to the present 
time we shall continue our success- 
ful progress during the coming 
years. 

Stated even more concisely we 
can look forward today to a contin- 
ued reduction of deficits, to in- 
creased tax receipts, and to declin- 
ing expenditures fer the needy un- 
employed. 

Let it be remembered that the 
major part of the increase in tax 
receipts anticipated in 1937 over 
1936 from comparable sources is 
coming from old tax schedules. 

The only changes made last year 
in the tax schedule were, first, the 
elimination of the tax on checks 
and, secondly, slight increases in 
taxes on large incomes, on large es- 
tates, and on large corporations and 
in capital stock and excess profits 
taxes. 

By the elimination of the tax on 
checks we lost $40,000,000 in revenue 
and the slight increases on estates 
and on personal and corporate in- 
comes will add only about 222 mil- 


this coming year. 
I emphasized that the great bulk 
of increased Government income 


! 
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referred to above results from in- 
creased earning power and profits 
throughout the Nation and not from 
the new taxes imposed by the Reve- 
nue Act of 1935. 


PROMISE OF EXTREME CUT 
Final success will depend, of 
course, on the strength of the efforts 
put forth by the employers of the 
United States greatly to increase the 
number of persons employed by 
them. The finances of the Govern- 
ment are in better condition than 
at any time in the past seven years. 
I say this because starting with 
the autumn of 1929 tax receipts be- 
gan a steady and alarming decline 
while, at the same time, Govern- 
ment expenditures began a steady 
rise; today, tax receipts are contin- 
uing a steady climb which com- 
menced in the summer of 1933, 
whereas Budget estimates for the 
next fiscal year will show a de- 
creased need for appropriations. 
The credit of the Government is 
at its highest. The average of the 
business men of the nation stand 
ready to do their share. It is to be 
hoped that motives and attacks 
which spring only from the desire 
for political or financial power on 
the part of a few will not retard the 
steady progress we are making. 
Our policy is succeeding. The 
figures prove it. Secure in the 
knowledge that steadily decreasing 
deficits will turn in time into stead- 
ily increasing surpluses, and that it 
is the deficit of today which is mak- 
ing possible the surplus of tomor- 
row, let us pursue the course that we 
have mapped. 


DEFICIT OF 1935 

In my Budget message of January, 
1935, I said, “I am, however, submit- 
ting to the Congress a Budget for 


Year of 1937—Additional Demands Forecast 


+ 


the fiscal year 1936 which balances | 


except for expenditures to give work 
to the unemployed. 
receives approval of the Congress, 
the country will henceforth have the 
assurance that with the single ex- 
ception of this item, every current 
expenditure of whatever nature will 
be fully covered by our estimates of 
current receipts. Such deficit as oc- 
curs will be due solely to this cause, 
and it may be expected to decline 
as rapidly as private industry is able 
to reemploy those who now are 
without work.” 

In looking at the revised estimates 
for the fiscal year 1936 I am more 
than pleased to find that we have 
not only accomplished what I said 
we would in my Budget message of 
a year ago but that the results with 
respect to both expenditures and re- 
ceipts have surpassed expectations. 

1. My. Budget message of January, 
1935, forecast that the expenditures 
for the fiscal year 1936 would be $8,- 
520,000,000. Our most recent esti- 
mate shows that our expenditures 
will be $7,645,000,000, or $875,000,- 
000, less than originally forecast. 

2. Receipts were estimated in Jan- 
uary, 1935, at $3,992,000,000. At the 
present time it appears that they 
will be $4,411,000,000, or an increase 
of $419,000,000. 

3. The message of January, 1935, 
forecast a gross deficit of $4,528,000,- 
000, and the most recent figures 
show that the deficit will be $3,234,- 
000,000, a decrease of $1,294,000,000. 

This great improvement of the 
fiscal outlook during this present 
year has been’ brought about 
through policies which the Congress 
and the President initiated in 1933 
and which we have since main- 
tained. 


FUNDS NEEDED NOW 

Now let us look at the Budget for 
the fiscal year 1937: 

To run all the regular activities of 
the Government I will need a total 
of $5,069,000,000. These regular ac- 
tivities include interest on the pub- 
lic debt, major public works, opera- 
tions of the Civilian Conservation 
Corps, and agricultural benefit pay- 
ments, but do not include strictly 
work relief itenis. I expect to pay 
for these regular activities with es- 
timated receipts of $5,654,000,000, 
leaving an excess of receipts of $585,- 
000,000. Out of this $585,000,000 I 
will need $580,000,000 for debt re- 
tirement, which will still leave $5,- 
000,000 of excess receipts over ex- 
penditures after having paid for all 
of the regular expenditures of the 
Government plus debt retirement. 


| COST OF RELIEF 


lion dollars to Government receipts | 


i 


The item for relief remains. With- 
out that item the Budget is in bal- 
ance. To make today a formal Bud- 
get estimate of the amount neces- 


If this Budget | 


relief would be of 
We have 


sary for work 
necessity a difficult task. 
too recently 
putting three and one-half million 
people at work; and the beneficial 
effects from this program and from 
increasing expenditures on public 
works cannot be foretold as accu- 
rately today as it can two months 
from now. 

Furthermore, employment by pri- 
vate industry continues to show sub- 
stantial gains over the figures of a 
year ago. It is reasonably certain 
that the total appropriations for 
work relief during the fiscal year 
1937 will be far less than during the 
current fiscal year. 

It is estimated in this Budget that 
expenditures for recovery and relief 
out of unexpenaed balances of pre- 
vious emergency appropriations will 
amount to $1,103,000,000. Including 
these expenditures the gross deficit 
for 1937, withcut an estimate for — 


reached our goal of | 





7 
| 


| 


pose additional charges upon the + 3679 of the Revised Statutes be 


Treasury for which provision is not 
already made in this Budget, I 
Strongly urge that additional taxes 
be provided to cover such charges. 
It is important as we emerge from 
the depression that no new activi- 
ties be added to the Government 
unless provision is made for addi- 
tional revenue to meet their cost. 


Part Il 
Recommendations 


The following recommendations 
are offered: 


amended so as to bring all agencies 
of the Government, including Gov- 
ernment-owned and Government- 
controlled corporations, within the 
authority of the Director of the Bud- 
cet with respect to apportionments 


+> 


| 


of appropriations and of other funds | 


available to them. 


Part Ill 


| Review of Fiscal Years 1935 and 1936 


Appropriation transfer provisions. | 


—The text accompanying a num- 
ber of the estimates of appropria- 
tions has been drafted to include 
provision for transfer between ap- 
propriations within the same de- 
partment. This provision will add a 
measure of administrative flexibility 
and will tend to promote economi- 
cal execution of the program as a 


and the Fiscal Program of 1937 

This review concerns itself with 
cash actually received and paid out 
by the Treasury in the fiscal year 
1935; and with the estimates of re- 
ceipts, appropriations, and expendi- 
tures for the fiscal years 1936 and 
1937. As elsewhere stated herein the 
program of regular activities for 
1937 includes activities under the 
Agricultural Adjustment Act and the 
Civilian Conservation Corps (Emer- 
gency Conservation Work), hereto- 





I. RECEIPTs: 
1. Revenues: 
Internal revenue 
Customs 
Miscellaneous revenues 


Total revenues 
2. Realization upon, assets 


Total receipts 
Il. EXPENDITURES: 


Total expenditures 

III. Dericit 
IV. MEANS OF FINANCING DEFICIT: 

1. Decrease in working balance 

2. Borrowings 


Total means of financing 
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GENERAL SUMMARY OF THE 


Balanced Statement as Required by Budget and Accounting Act (U.S.C.,Title 31, See. 11 (F)) 


Estimated, fiscal 
year 1937 

$5,140,114,000 
354,000,000 
155,142,606 


eee ee es 


4.961.044 
°5,654,217,650 


1. Legislative, judicial, and executive............... 41,835,627 
2. Civil departments and agencieS......4.........6. 1,006,220,145 
rere errr rere 937,791,966 
4. Veterans’ pensions and benefits.............0e008 790,058,900 
5. Agricultural Adjustment Act*.........ccceeeseees 619,347,000 
6. Civilian Conservation Corn’... occccrcccsesscosces 220,000,000 
7. Debt charges: 

EE <5 cc 60 hag) 04640000 dS0CRNAS RAAT E ORR SS 805,000,000 

EEE A5<.ca4 ck soka bd 6408S 4CR RITA RES aes 580,125,000 
ee errr een es eee mere 49,403,100 
RE a ee ee 1,102,824,632 
10. Supplemental items ‘groups 1 to 6, incl.)......... 600,000,000 


“6,752,606,370 
1,098,388,720 


1,098,388,720 
1,098,388,720 


weeeee 


*All expenditures under the Agricultural Adjustment Act are included 


u 


BUDGET 


Estimated, fiscal Actual, fiscal 
year 1936 year 1935 
$3 874,845,000 $3,277,690,027.82 
353,191,000 343,353,033.56 
178,772,055 169,002,670.88 
4,406,808,055 3,790,045,732.26 
3,985,891 10,421,469.70 


4,410,793,946 " 3,800,467,201.96 


39,153,180 36,225,190.26 
703,780,103 513,358,167.68 
744,839,588 533,597,243.04 
717,822,280 605,573,742.31 
621,127,000 743,027,311.27 
528,383,000 435,508,643.05 
742,000,000 820,926,353.45 
552,025,000 573,558,250.00 

47,103,000 45,247,679.31 

2,869,068,187 3,068,803,053.20 

i | eee i 





7,375,825,165.57 
3'575,357,963.61 


1,262,632,853.56 
2,312,725,110.05 


°7,645,301,338 
3'234.507.392 


3,234,507,392 
°3,234,507,392 
nder this heading. 





3,575,357,963.61 








additional work ‘relief, is less than 
the gross deficit for 1936 by $2,136,- 
000,000. I do not anticipate that the 
need for additional relief funds will 
be as great as that sum. 


COMING GROSS DEFICIT 

To state the case even more pre- 
cisely, the gross deficit of the Gov- 
ernment in 1934 was $3,989,000,000; 
in 1935, $3,575,000,000; in 1936 (esti- 
mate), $3,234,000,000; and in 1937 
(estimated but not including any 
new appropriations for work relief), 
$1,098,000,000. 

Therefore, it is clear: First, that 
since June 30, 1934, the gross deficit 
of the Governinent shows a steady 
decrease during the fiscal years 1935 
and 1936. Second, that if work re- 
lief appropriations by this session of 
the Congress were made up to a total 
of $2,136,000,000, the total gross defi- 


| cit for the fiscal year 1937 would not 


exceed that of 1936, which was the 
lowest gross deficit of the past three 
years. 

Therefore, it follows that by what- 
ever amount the appropriation for 
work relief at this session is less 
than $2,136,000,000, the gross deficit 
for 1937 will be less than the deficit 
for 1936 by the same amount. 

With this limitation and this ex- 
cellent prospect clearly in mind, I 
am not including in this Budget 
estimates for additional relief ap- 
propriations. I shall transmit such 
estimates with far greater knowl- 
edge and, therefore, with greater 
accuracy in sufficient time before 
the adjournment of this session to 
give the Congress full opportunity to 
examine into the subject and to 
make the necessary appropriations. 


NATION’S CREDIT SOUND 

The credit of the Government is 
in sound condition. On Oct. 15, 
1933, war-time issues of First and 
Fourth Liberty bonds were outstand- 
ing in the aggregate amount of $8,- 
200,000,000, bearing interest at an 
average rate of about 4', per cent. 
Today this entire amount has been 
refunded, of which about $5,000,000,- 
000 was exchanged for long-term 
bonds bearing interest at rates 
ranging from 2% to 314 per cent per 
annum;  $1,900,000,000 was ex- 
changed for Treasury notes bearing 
interest from 1% to 2! per cent per 
annum, and tne balance was paid 
in cash. The average rate on the 
securities issued to refund the Lib- 
erty bonds is less than 234 per cent 
per annum, a saving of approxi- 
mately 13g per cent a year, or an 
annual reduction in interest pay- 
ments of more than $100,000,000 on 
these particular securities. 

The average rate on the interest- 
bearing debt was on June 30, 1934, 
approximately 3.18 per cent, whereas 
on Nov, 30, 1935, it had been reduced 
to 2.575 per cent. 

If the Congress enacts legislation 
at the coming session which will im- 





whole, and approval thereof by the 

Congress is recommen@eéed:\ — 
Repeal amendment to Agricultural 

Adjustment Aect.—During. the first 


| 


session of the 74th Congress the | 


Agricultural Adjustment Act was 


amended so as to appropriate a sum | 


equal to 30 per cent of customs re- 
ceipts to the Secretary of Agricul- 
ture to encourage exportation and 
domestic consumption of agricul- 
tural commodities. No estimate of 
expenditure for account of this leg- 
islation is included herein; and re- 
peal of the amendment is recom- 
mended for the following reason: 
By appropriating directly instead 
of authorizing an appropriation the 


amendment denies to the President | 


the opportunity to consider the need 
and include appropriate estimates in 
the Budget; 
Congress the opportunity to review 
such estimates in their relation to 
the whole program of the Govern- 
ment. The amendment violates the 
principles of the Permanent Appro- 
priation Repeal Act of 1934, and of 


and it denies to the | 


the Budget and Accounting Act of | 


June 10, 1921. It is in conflict with 
sound administration in that it pro- 
vides in advance for large annual 
expenditures without any attempt 
to coordinate income and expense. 
The amendment was passed in the 
last days ef the session as a result 
of conference agreement and with- 
out the debate and consideration 
by the Congress which the import of 
the measure clearly justifies. 
Apportionment of appropriations. 
—Within the last few months con- 
trol of the administrative expense of 
20 emergency agencies has been 
vested in the Bureau of the Budget 
which after a general survey of all 
of them has effected substantial re-: 
ductions in proposed expenditures 
for administrative purposes. Allow- 
ances for administrative expenses 
are subject to such adjustment as 
the status of the agency warrants. 


AGENCIES UNDER BUDGET 

The 20 agencies brought under the 
Budget are the Agricultural Adjust- 
ment Administration; Commodity 
Credit Corporation; Electric Home 


| and Farm Authority; Export-Import 


Banks (2); Farm Credit Administra- 
tion; Federal Coordinator of Trans- 
portation; Federal Deposit Insurance 
Corporation; Federal Emergency Ad- 
ministration of Public Works; Fed- 
eral Emergency Relief Administra- 
tion; Federal Farm Mortgage Cor- 
poration; Federal Home Loan Bank 
Board; Federal Housing Administra- 
tion; Federal Savings and Loan Sys- 
tem; Federal Savings and Loan In- 
surance Corporation; Federal Sur- 
plus Relief Corporation; Home Own- 
ers’ Loan Corporation; National Re- 
covery Administration; Reconstruc- 
tion Finance Corporation and Ten- 
nessee Valley Authority. 

It is’ recommended that section 


fore classed as emergency. There- 
fore the figures used herein for 1934, 
1935, and 1936 have been adjusted 
to a comparable basis. 


FISCAL YEAR 1935 


Receipts—Treasury receipts for 
the year ended June 30, 1935, were 











in excess of estimates prepared a | 


Considering all sources 
except postal revenues, total re- 
ceipts amounted to $3,800,467,202, 
or $89,000,000 above the estimate. 
Internal revenue, including process- 
ing taxes on farm products, pro- 
duced $3,277,690,028, exceeding the 
estimate by $80,000,000. Customs 
receipts amounted to $343,353,033, an 
increase over the estimate of $56,- 
000,000. Miscellaneous receipts, in- 
cluding realization upon assets, es- 
timated at $227,184,181, fell short of 
the estimate by $48,000,000; 
amount actually received under this 
item was $179,424,140. 

Expenditures—While actual re- 
ceipts for the year were greater than 
anticipated, actual expenditures 
were less than the amount estimated 
by $1,205,000,000. The aggregate of 
all expenditures was $7,375,825,166, 
against an estimate of $8,581,069,026. 
Approximately a billion dollars of 
this difference related to recovery 
and relief, and the regular agencies 
accounted for the remainder. 

The total spent for recovery and 
relief was $3,068.803,053, whereas the 
1936 Budget estimate was $4,068,541,- 


year ago. 


| 852, exclusive of expenditures made 


under the Agricultural Adjustment 
Act and made by the Civilian Con- 
servation Corps. This difference is 
partly due to this fact: 


RFC REPAYMENTS 

When the Budget for 1936 was 
prepared it seemed probable that 
the Reconstruction Finance Corpo- 
ration, in all accounts except relief, 
would close the year with an excess 
of loans over repayments; and the 
amount of the net expenditures was 
estimated at $556,000,000. However, 
because of improved business condi- 
tions, the demands for Corporation 
assistance were so much less than 
estimated and -the repayment of 
loans sp much greater, that the 
Corporation actually closed the year 
with net receipts of $107,000,000. 
Therefore, the net difference be- 


| tween the estimated expenditure and 


the actual result amounted to $663,- 
000,000. Other agencies spent for 


the | 


926,353, whereas the amounts bud- 


geted for these items were, respec- | 
tively, $572,566,000 and $835,000,000. | 
Deficit and public debt.—The year | 


closed with a gross deficit of $3,- 
575,357,964 instead of the estimate of 
$4,869,418,338. 
amount paid out for statutory debt 


After deducting the | 


retirement the net deficit was $3,- | 


001,799,714. The increase in the to- 
tal outstanding gross public debt 
was $1,647,751,210, which figure is 
properly obtained by subtracting 
from the net deficit the decrease in 
the general fund balance, the excess 
of receipts from trust funds, incre- 
ment on gold, et cetera, over expen- 
ditures from the same accounts, and 
the amount of retirement of na- 
tional-bank notes from the gold in- 
crement. As of June 30, 1935, the 
total outstanding gross public debt 
was $28,700,892,624, while on June 
30, 1934, it was $27,053,141,414. 


FISCAL YEAR 1936 


Drawing upon the ‘experience of 
the first six months of the current 
year it is possivle to forecast with a 
fair degree of accuracy the results 


of financial operations for the whole | 


1936 fiscal period. 
Receipts.—The same sources of in- 
come (excluding postal revenues) 


which a year ago were expected to | 


produce receipts aggregating $3,991,- 
904,639 are now expected to produce 
a total of $4,410,793,946. 

Of the items comprising the whole, 
income taxes will develop $1,434,- 
112,000, or $246,000,000 more than 
the 1936 Budget estimate. 

Miscellaneous internal revenue 
exclusive of processing taxes is now 
estimated at $1,873,091,000, an in- 
crease of $187,000,000. Receipts 
from customs are expected to reach 
a total of $353,191,000, exceeding the 
original estimate by $55,000,000. 
Other changes, some upward and 
some downward, result in the new 
estimate of total receipts at a figure 
of $419,000,000 higher than shown in 
the Budget for 1936 which was pre- 
sented a year ago. 


PROCESSING TAXES 


The present estimate for process- 
ing taxes in 1936, included in above 
total, is in round figures $529,000,- 
000, as against the original estimate 
of $570,000,000. Actual receipts for 
the five months ended Nov. 30, 1935, 
totaled $56,000,000, while up to that 
date approximately $148,000,000 of 
the due payments had been im- 
pounded as the result of preliminary 
court action. 

It is pertinent to repeat here a 
statement appearing in the Summa- 
tion of the 1936 Budget: “Estimates 
of receipts contemplate continued 
collection of processing taxes. If the 
attack which has been made upon 
this act is sustained we will have to 
face the problem of financing ex- 
isting contracts for benefit pay- 
ments out of some form of new 


| taxes.” 


Two new taxes, namely, the bi- 
tuminous coal tax and the taxes 


| upon carriers and their employes, 


both representing recent legislation, 
will contribute $39,000,000 not in- 
cluded in the original estimate of 
receipts for 1936. New taxes im- 


| posed by the Social Security Act and 


the Revenue Act of 1935 will not 
produce any income until the fiscal 


year 1937. 


Expenditures.— Indications are 
that expenditures including debt re- 
tirement during the present fiscal 
year will not reach the amount bud- 
geted by approximately $875,000,000; 
the total now foreseen is $7,645,301,- 


338, against the original i ; : 
) ° Sonal ectimeate of | 000 of additional receipts, of which 


$8,520,413,609. Exclusive of debt re- 
tirement the total of expenditures 


| is now estimated at $7,093,276,338, 


| 


while the original comparable figure 


000,000,000. This estimate assumes 
that the working balance in the 
Treasury on June 30, 1936, will be 
approximately the same as it was 
on June 30, 1935, namely, $1,001,142,- 
951. Obviously, if the working bal- 
ance is less, the gross debt will be 
Jess; and if it is greater, the gross 
debt will be greater. 

The foregoing figures are set out 
in the following table for ready 
comparison between Budget esti- 
mates of a year ago and what are 
now considered probable. 

Comparison of original and revised 
estimates, fiscal year 1936, adjusted 
to classification of expenditures in 
1937 Budget: 


BUDGET ESTIMATE. Jan., 1935 
1. Receipts (excluding postal): 
Income tax ................$1,188,000,000 
Misc. internal revenue - 685,900,000 
Pros. taxes on farm prod 570,000,000 
Customs Makikentnenatase 298,000,000 
OOF GE. SAG cv acathosenane 250,004.639 
Total receipts ..........s. 3,991 ,904,639 


tw 


Expenditures 


Reg., incl. AAA and CCC... 3,402,351 ,134 
Interest on public debt.... 875,000.000 
Recovery and Relief ........ 3,606,628.475 
Total expenditures ...... 7,883,979,609 

FR Be wi hes cvacwsikccecic 3,892,074,970 
Statutory debt retirements. 636,434,000 
Gross deficit ............. 4,528,508,970 

4. Gross public debt ........... 34,238,823,656 


REVISED ESTIMATE 
. Receipts (excluding postal): 


~ 


ND GUE cc cciscccdccsecs $1.434,112,000 
Misc. internal revenue ..... 1,873,091 ,000 
Proc. tax on farm prod..... 529,042,000 
Customs oe 353,191,000 





All other 221,357,946 





Total receipts 4,410,793,946 


Expenditures: 


is) 


Reg., ing. AAA and CCC 3,482,208,151 
Interest on the public debt 742,000.000 
Recovery and relief ........ 2,869,068,187 
Total expenditures ....... 7,093,276,338 

3. Net deficit as +» 2,682,482,392 
Statutory debt retirements. 552.025.000 
ae 3,234,507,392 

4. Gross public debt ........., 30,933,375,017 


Postal revenues for the fiscal year 
1936 are now estimated at $670,000,- 
000, which is $25,000,000 over the 
original estimate. 


FISCAL PROGRAM OF 1937 

There is presented here a brief 
factual resume of the principal fea- 
tures of the Budget for the fiscal 
year 1937, the details of which ap- 
pear in subsequent text and tables, 
Few high points stand out and 
justify emphasis. 

Without impairing the ability of 
the Government to carry on its nor- 
mal functions and to prosecute 
those activities essential to con- 
tinued recovery, the Budget reflects 
a substantial decrease in the spread 
between income and outgo. This is 
consistent with the prediction made 
in the Budget message a year ago 
and is possible because of progres- 
sive improvement in the economic 
Status of the people. The state of 
national recovery is such that re- 
ceipts from prevailing tax sources 


| on the basis of present rates ap- 


| This 


pear adequate tor financing the or- 
dinary operations of the Govern- 
ment in 1937, including service on 
the public debt; and no new or ad- 
ditional taxes are proposed. 

Legislation enacted by the first ses- 
sion of the Seventy-fourth Congress 
makes it necessary to provide in 
the 1937 estimates new appropria- 
tion items aggregating $667,000,000. 
total will become approxi- 
mately $767,000,000 should the Con- 
gress reject the recommendation, 
hereinbefore offered, for repeal of 
that part of the Agricultural Ad- 
justment Act which appropriates a 
sum equal to 30 per cent of customs 
receipts to the Secretary of Agri- 


culture. 


was $7,883,979,609. For recovery and | 


relief the revised estimate of ex- 


| penditures for the fiscal year 1936 


is less than the original Budget esti- 
mate by $738,000,000, and expendi- 
tures for all regular purposes, in- 
cluding Agricultural Adjustment Act 


| and Civilian Conservation Corps, will 


| ment 


recovery and relief $337,000,000 less | 
} rates of interest. 


than estimated. 
For the operation and 


| nance of reguiar departments and 


| 
| 
| 


establishments of the Government, 
including the Agricultural Adjust- 
ment Act and the Civilian Conser- 
vation Corps, actual expenditures 
were $2,912,537,509, against the es- 
timate of $3,104,961,174. 

For statutory debt retirements 
taere was expended $573,558,250, and 
for interest on the public debt $820,- 


mainte- | 


be less by $137,000,000. Debt retire- 
will require $84,000,000 less 
than was budgeted and interest pay- 
ments will be $133,000,000 less. All 
regular expenditures, excluding serv- 
ice on the public debt, will be greater 
than the original Budget estimate 
by about $80,000,000. 

The reduction in interest payments 
from the amount budgeted, as re- 
ferred to above, was due largely to 
the refunding of First and Fourth 
Liberty Loan: bonds aggregating $8,- 
200,000,000, at substantially lower 


Deficit and Public Debt.—The re- 
vised estimates as set out herein 
show a gross deficit for the current 
fiscal year of approximately $3,234,- 
000,000, instead of the original Bud- 
get forecast of $4,529,000,000. After 


deducting the amount of statutory | 


debt retirement the net deficit will 
be, in round figures, $2,682,000,000. 


| The gross public debt as at June 30, 


t 


1936, should not be greater than $31,- | 


INCOME OF NEW TAXES 
Legislation enacted by the first 

session also permits including in 

these estimates a total of $769,000,- 


about 70 per cent will accrue under 
the Bituminous Coal Conservation 
Act, the Act levying taxes upon 
carriers and their employees, and 
the Social Security Act. 

It is worthy of note that but 
Slightly less than 30 per cent of this 
increase will be derived under the 
Revenue Act of 1935. This Act, it 
will be recalled, slightly increased 


| taxes on individuals whose net in- 


comes exceed $50,000 per year; 
Slightly increased estate taxes on 
larger fortunes with a corresponding 
increase in gift taxes; and in respect 
of corporations, decreased taxes on 
net earnings of small corporations 
while increasing in relative ratio the 
taxes on net incomes of larger cor- 
porations. 

The Act also provided for an in- 
crease in taxes on capital stock and 
on excess profits of corporations. 
The effect of the excess-profits tax 
was to increase taxes on corpora- 
tions which earned in excess of cer- 
tain percentages of their adjusted 
declared value of capital stock. 

The total revenue expected to be 


| produced by these taxes in the fiscal 


| 
| 


| 


year 1937 will be only $222,000,000, 
or 11 per cent, over the income, es- 
tate, gift, capital-stock, and excess- 
profits taxes under the old law, 
Since collections in the fiscal year 
1937 from income taxes and the es- 


[Continued on Page 15.] 
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[Continued From Page 14.] 
tate tax only partially reflect the 
Revenue Act of 1935, the above 
amount will be somewhat larger on 
a full year basis. 


A Federal public-works program | 


of $405,000,000 is recommended to 
meet in part the development and 
improvement requirements of the 
Government, and as a proper Fed- 
eral contribution to work oppor- 
tunity. While this program repre- 
sents an increase of about $187,000,- 
000 over the amount for similar pur- 
poses for which the Congress made 
specific appropriations for the cur- 
rent fiscal year, it is $333,000,000 
less than the total amount made 
available for Federal public works 


in 1936, considering allotments made | 


from emergency funds. 
The success attending the opera- 


Corps and the Agricultural Adjust- 
ment Administration under emer- 
gency status justifies taking them 
into the Budget and program for 
1937 as regular activities, and the 
estimates of appropriations and ex- 
penditures have been prepared ac- 
cordingly. The appropriation re- 
commended for Civilian Conserva- 
tion Corps is for the period March 
31, 1936, to March 31, 1937, and 
amounts to $246,000,000, while the 
appropriations for the AAA is for 
the full year and amounts to $499,- 
054,985. 


RESUME OF BUDGET 

The following table gives a clear 
picture of the main figures proposed 
in this Budget and shows how they 
compare with previous years: 


[In millions of dollars] 

ACTUAL 

1. Receipts: 
1934 1935 
Income taxes 818 099 
Misc. internal revenue....... 1,470 
Processing taxes ... -. 353 
Customs 
Miscellaneous .. ° 
Taxes under the Social Se- 
curity Act, the act levying 
taxes upon carriers ‘and 
their employees, and the 
Bituminous Coal Conserva- 
COM AGE coc ccccvccccccccsec 








Total receipts ............3, 3,800 
II. Expenditures 
1. Regular: 
Operation and maintenance 
of regular departments and 
establishments ... cea4e0 SOE 
Veterans’ pensions 
benefits 556 605 
Interest on national debt.. 757 821 
Tax refunds (exclusive of 
processing taxes) .......... 63 45 
Agricultural Adjustment Act 290 743 
Civilian Conservation Corps.. 332 436 
Statutory debt retirements.. 360 573 


1,083 


Se CUE ccseviccsceds 3,444 4,306 
Excess of regular expend- 
itures over receipts ....... 328 506 
2. Recovery and relief........... 3,661 069 
Gross. deficit= .........00. 3,989 3373 
Gross public debt........ 27,053 28,701 
ESTIMATED 
I. Receipts: 
1936 1937 
Income taxes ..+e. 1,434 1,943 
Misc. internal revenue..... 1,873 2,103 
Processing taxes ... voose On 547 
CUTTTED  cccvescsccessecccccs 353 354 
Miscellaneous ............... 183 160 
Taxes under the Social Se- 
curity Act, the act levying 
taxes upon carriers and 
their employees, and the 
Bituminous Coal Conserva- 
tion Act ee csnvevnee 39 547 
Total receipts ..... cee. 4,411 5,654 | 
II. Expenditures: 
1. Regular: 
Operation and maintenance 
of regular departments and 
establishments ........... 2,586 
Veterans’ pensions and bene- 
Serer 718 790 
Interest on national debt.... 742 805 
Tax refunds (exclusive of 
processing taxes) ......... 4 49 


7 
Agricultural Adjustment Act 621 619 
Civilian Conservation Corps.. 528 220 
Statutory debt retirements.. 552 580 


Total regular 4, 
Excess of receipts over regu- 
lar expenditures 


Excess of regular expend- 
itures over receipts ..... - 365 
2. Recovery and relief ....... oo *1,103 
a 234 1,098 
Gross public debt ....... 30° 933 31,351 


*Represents estimated expenditudes from | 


unexpended balances of previous emergency 
appropriations. 


Directing attention to a compari- 
son between fiscal operations pro- 
posed for 1937 and now estimated 
for 1936, as set forth in the table, 
the following comment is pertinent: 

Receipts.—Receipts in 1937 (ex- 
clusive of postal revenues and proc- 
essing taxes and also, for purposes 
of comparison, exclusive of taxes 
imposed under the Social Security 
Act, the Bituminous Coal Conserva- 
tion Act, and the act levying taxes 
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Gain of a Billion in Revenue Estimated—Additional Charges on Treasury 
May Carry New Revenue Taxes 


upon carriers and their employees) | regular 


are expected to reach a total of 
$4,559,817,650, an increase of $716,- 
665,704 over similar receipts for 1936 
now estimated at $3,843,151,946, and 
$1,280,730,319 over 1935. It should 
be pointed out here that this in- 
crease is due largely to increased 
collections anticipated under the old 
schedules. As has been stated, only 
about $222,000,000 will be collected 
in 1937 as a result of new schedules 
in the Revenue Act of 1935. 


| AAA TAXES INCLUDED 


tions of the Civilian Conservation | 


From processing taxes the sum 
anticipated is $547,300,000, against 
the estimate of $529,042,000 for the 
current year, an increase of $18,258,- 
000. Other taxes recently author- 
ized by the Congress under the So- 
cial Security Act, the Bituminous 
Coal Conservation Act, and the act 
levying taxes upon carriers and 
their employees will produce $547,- 
100,000 in 1937 and $38,600,000 this 
year, an increase of $508,500,000. 

Thus 1937 receipts from all 
sources, except postal revenues, are 
estimated at $5,654,217,650, against 
the revised estimate of $4,410,793,946 
for the current fiscal year. The in- 
crease in total receipts from stated 
sources is, therefore, $1,243,423,704. 

Postal receipts for the coming year 
are estimated at $705,000,000, an in- 


crease of $35,000,000 over $670,000,- | ; 
employees, and the Bituminous Coal 


000, anticipated in 1936. This is 
further evidence of the upward 
trend in economic conditions. 

An examination of the detailed 
estimates of receipts for 1937 indi- 
cates a gain aver 1936 in income 
tax of $508,488,000, the figures for 
the two years being respectively $1,- 
942,600,000 and $1,434,112,000. Simi- 
larly, estimated receipts from mis- 


sive of processing taxes, are up from 
$1,873,091,000 to $2,103,114,000, a gain 
of $230,023,000. Customs receipts are 
forecast at $354,000,000, substantially 
the same as anticipated for 1936. 
The reduction of $22,654,296 in prob- 
able miscellaneous receipts, from 
$182,757,946 to $160,103,650, brings 
the net increase in the estimates of 
these four classes of receipts to 
$716,665,704, as stated. 

The provisions of the Social Se- 
curity Act, the Bituminous Coal 
Conservation Act, and the act levy- 
ing taxes upon carriers and their 
employees are such that receipts 
during the fiscal year 1936 will be 
comparatively small while revenues 
from these sources in the next fiscal 
year will show substantial increases. 
The amounts estimated for 1937 
from such new taxes in the order 
named are $433,200,000, $12,300,000, 
and $101,600,000. 

Expenditures.—The expenditures 
for 1937 contemplated under this 
Budget will total $6,752,606,370, or 
approximately $893,000,000 less than 
is now estimated for 1936. 

Of the two major categories of ex- 
penditures, namely, regular and re- 
covery and relief, allowances for 
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activities, including the 
Agricultural Adjustment Act and 
Civilian Conservation Corps, amount 
to $5,649,781,738, as compared with 
$4,776,233,151 for 1936, an increase of 
$873,548,587. For recovery and re- 
lief expenditures listed herein are 
those which will be made from un- 
expended balances, practically all of 
which will have been obligated prior 
to June 30, 1936, and practically all 
of which have been allotted. The 
total of such expenditures in 1937 is 
estimated at $1,102,824,632, which is 
a decrease of $1,766,243,555 from the 
figure of $2,869,068,187 for 1936. 


DEBT SERVICE COST UP 

In regular expenditures there is 
included $805,000,000 for interest on 
the public debt, an increase of $63,- 
000,000 over the same item for the 
current year; and $580,125,000 for 
statutory debt retirements, an in- 
crease of $28,100,000. The cost of 
service on the public debt in 1937, 
therefore, will exceed that for 1936 
by $91,100,000. 

Excepting debt retirement and in- 
terest, the net increase in expendi- 
tures for regular activities is $782,- 
448,587 as compared with 1936. The 
major part of this increase is ac- 
counted for as follows: 

(a) For financing activities under 
the Social Security Act, the act levy- 
ing taxes upon carriers and their 


Conservation Act, $485,000,000; 

(b) for other new legislation, 
$125,000,000; 

(c) for increased public works, 
transferred from emergency appro- 
priations, $228,000,000; 

(d) for the veterans’ adjusted 
service certificate fund in order to 
bring the annual contribution of 





the Government nearer its actual 
liability under existing law, $60,000,- 
000; and 


(e) for national defense, to meet | 
the policy of the Congress and the | 


Executive in making up for the de- 
lay by the United States in bring- 
ing the Navy up to the strength con- 
templated by the naval treaties of 
1922 and 1930, and to provide re- 
placement and improved equipment 


and additional personnel for the | 


Army, $193,000,000. 


MORE MONEY FOR ARMY 

In the War Department Appro- 
priation Act for the fiscal year 1935 
the Congress adopted a policy of in- 
creasing the average enlisted 
strength of the Army from 118,750 
to 165,000 men and toward accom- 
plishing such purpose appropriated 
an additional $20,000,000 for ex- 
penditure during that year. 

These funds are sufficient to main- 
tain an average enlisted strength 
during 1936 of approximately 147,- 
000 men. The estimates of expendi- 
ture included in this Budget are suf- 
ficient in amount to maintain this 
average during the fiscal year 1937, 
with the purpose in view of provid- 
ing in the 1938 Budget the funds 
necessary to recruit the Army to 
such strength by the close of that 
year as will produce an average en- 
listed strength of 165,000 throughout 
the fiscal year 1939, the maximum 
indicated by the Congress. It is felt 
that this is as fast as the Govern- 
ment should proceed in this matter 


in the light of the present forecast | 


of fiscal affairs. 


LESS FOR THE CCC 
The contemplated expenditures 
for the Civilian Conservation Corps 





show a decrease of $308,383,000 as 


| against estimated comparable ex- 


penditures for 1936. 

Deficit and public debt.—The gross 
deficit for the fiscal year 1937 is es- 
timated at $1,098,388,720, including 


| $580,125,000 for statutory debt retire- 


ment, or a net deficit of $518,263,- 
720. It is estimated that the gross 
public debt on June 30, 1937, will 
amount to $31,351,638,737, as com- 
pared with an estimated debt on 
June 30, 1936, of $30,933,375,017. 
The figure for 1937 does not include 
such amounts for work relief during 
the coming year as may be deter- 
mined upon by the Congress. 


Appropriations. — Appropriations 
recommended in this Budget aggre- 
gate $6,400,000,000, including prob- 
able supplemental items estimated 
at $600,000,000, while the appropria- 
tions already made and prospective 
supplemental items for the fiscal 
year 1936, exclusive of the appropri- 
ation of $4,000,000,000 for recovery 
and relief, amount to $5,146,000,000, 
an increase of $1,254,000,000 required 
for the fiscal year 1937 over the fis- 
cal year 1936. 

This increase is due to (1) addi- 
tional appropriations amounting to 
approximately $610,000,000, including 
supplementals to be submitted later, 
required to finance new legislation 
enacted at the last session of Con- 
gress; (2) an appropriation of $246,- 


| 000,000 to continue the operations of 


the Civilian Conservation Corps 


| from March 31, 1936, to March 31, 


1937; (3) an increase in specific ap- 
propriations of $187,000,000 on ac- 
count of general public works; and 
(4) increases in the general depart- 
mental requirements aggregating 
approximately $211,000,000, due 





largely to the increases in the Army, 
Navy, and the Department of Agri- 
culture. 


MONEY FOR HIGHWAYS 


Existing authorizations for the 
Federal-Aid Highway System pro- 
vide for appropriations of $125,000,- 
000 for each of the fiscal years 1936 
and 1937. Under these eathoriza- 
tions $40,000,000 has previously been 
appropriated for the fiscal year 1936. 
Toward the balance of $85,000,000 
authorized for that year there is 
provided under the item “General 
Public Works Program” an estimate 
of $60,000,000, which it is believed 
will be sufficient to meet commit- 
ments maturing during 1937. 

As to the authorization of $125,- 
000,000 for the fiscal year 1937, lan- 
guage is included in this Budget 
having for its purpose the cancella- 
tion of this authorization for 1937 
and making it applicable to the fis- 
cal year 1938, 

This course appears fully justified 
in view of the fact that during the 
fiscal years 1933 to 1936, inclusive, 
there has been made available from 
emergency funds a total of approxi- 
mately $1,192,000,000 for the con- 
struction of highways and the elim- 
ination of grade crossings, and that 
from these funds there will be avail- 
able for expenditure during the fis- 
cal year 1937 a total of more than 
$250,000,000 in addition to the $60,- 
000,000 provided for in the General 
Public Works Program, previously 
referred to. Moreover, roads of sec- 
ondary classification and farm to 
market roads are being constructed 
under allotments of emergency 
funds in amounts approximating 
$115,000,000. 





SPENDING LEFT OPEN IN BUDGET + 








The following table shows the ap- 
proximate estimate of appropria- 
tions required to administer new 
legislation enacted during the last 
session of Congress, and also shows 
the amount of receipts anticipated 
in 1937 from new general tax pro- 
visions. 


Estimated 
appropriations, 
Social Security Act ........ $479,689,840 
Railroad Retirement Act.... 47,645,000 
Bituminous Coal Conserva- 
nh wh piscbiuaeaeonn shes 1,155,000 
Amendments, pension laws. 45,581,132 
40-hour week......... 27,326,420 
Elimination diseased cattle. 17,500,000 
Soil conservation ........... 27,500,000 
Agricultural research and ex- 
 . Serres 11,000,000 
Reduction interest rate, Fed- 
eral land banks ........ ++ 10,065,075 
WL 005:40:54500000000000 $667,462,467 
Estimated receipts from taxes 
under the Social Security 
Act, the act levying taxes 
upon carriers and_ their 
employees, and the Bitum- 
inous Coal Conservation 
RMB seccece enceseessce «+++ 547,100,000 


Because there has not been suf- 
ficient time to plan the organiza- 
tion and methods required, no de- 
tailed estimates are included in the 
Budget for expense to be incurred 
by the Social Security Board, and 
by the Bureau of Internal Revenue 
for collecting taxes authorized by 
the three new acts heretofore re- 
ferred to. However, the probable 
expense has been approximated and 
is included in the total lump sum of 
$600,000,000 estimated to cover 1937 
supplementals. 

The necessary estimates covering 
the remainder of the current year 
will be transmitted during the early 
days of the session, together with 
complete details for 1937. Likewise 
no estimate for administering the 
Potato Act has been prepared since 
it is believed this act should be 
amended along lines to be recom- 
mended by the Secretary of Agri- 
culture, and a supplemental esti- 
mate can then be transmitted, 


FRANKLIN D. ROOSEVELT, 


January 3, 1936. 
biti *) 
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+ DEATH SENTENCE FOR AAA: SUPREME COURT SPEAKS + 


Majority and Minority Opinions On Farm Control Law, Showing 
Justices Divided By a Vote of Six to Three 


® 


+ 
| 





Justices Brandeis and Cardozo. 





LREADY recognized as historic in their importance are the two 
opinions of the Supreme Court in its ruling against the validity 
of the Agricultural Adjustment Act. 

The majority opinion, outlawing the Act, was read by Justice Rob- 
erts on Jan. 6 and concurred in by Chief Justice Hughes and by 
Justices Butler, McReynolds, Sutherland and Van Devanter. The 
dissenting opinion, read by Justice Stone, was subscribed to also by 


Text of the two opinions, somewhat abridged, appear on this page. 








N the majority and prevailing 

opinion on the AAA case, Jus- 
tice Roberts, after outlining the 
provisions of the Agricultural 
Adjustment Act, laid down the 
reasons which the six justices 
propounded in holding the Act 
invalid. Extracts from the ma- 
jority opinion follow: 

First. At the outset the United 
States contends that the respond- 
ents have no standing to question 
the validity of the tax. The posi- 
tion is that the act is merely a reve- 
nue measure levying an excise upon 
the activity of processing cotton,— 
a proper subject for the imposition 
of such a tax,—the proceeds of 
which go into the Federal treasury 
and thus become available for ap- 
propriation for any purpose. * * * 
TAX CALLED REGULATORY 

But the respondents who are called 
upon to pay money as taxes resist 
the exaction as a step in an unau- 
thorized plan. This circumstance 
clearly distinguishes the case. The 
Government in substance and effect 
asks us to separate the Agricultural 
Adjustment Act into two statutes, 
the one levying an exclse on proc- 
esses of certain commodities, the 
other appropriating the public 
moneys independently of the first. 

Passing the novel suggestion that 
two statutes enacted as parts of a 
single scheme should be tested as if 
they were distinct and unrelated, 
we think the legislation now before 
us is not susceptible of such separa- 
tion and treatment. * * * 

The tax plays an indispensable 
part in the plan of regulation. As 
stated by the Agricultural Adjust- 
ment Administrator, it is “the heart 
of the law”; a means of “accom- 
plishing one or both of two things 
intended to help farmers attain 
parity prices and purchasing 
san.” * ** 

The statute not only avows an 
aim foreign to the procurement of 
revenue for the support of govern- 
ment, but by its operation shows 
the exaction laid upon processors to 
be the necessary means for the in- 
tended control of agricultural pro- 
duction. * * * 


speak of the exaction from proc- 
essors prescribed by the challenged 
act as a tax, or to say that as a tax 
it is subject to no infirmity. A tax, 
in the general understanding of the 
term, and as used in the Constitu- 
tion, signifies an exaction for the 
support of the Govez:nment. The 
word has never been thought to con- 
note the expropriation of money 
from one group for the benefit of 
another. * * * 

THE CONTROLLING QUESTION 

We conciude that the act is one 
regulating agricultural production; 
that the tax is a mere incident of 
such regulation and that the re- 
spondents have standing to chal- 
lenge legality of the ex-action. * * * 

Second. The Government asserts 
that even if the respondents may 
question the propriety of the appro- 
priation embodied in the statute 
their attack must fail because 
Article I, section 8, ot the Constitu- 
tion authorizes the contemplated ex- 
penditure of the funds raised by the 
tax. This contention presents the 
great and the controlling question 
in the case. We approach its de- 
cision with a sense of our grave re- 
sponsibility to render judgment in 
accordance with the principles es- 
tablished for the governance of all 
three branches of the Govern- 
ment. * * * 

There should be no misunder- 
standing as to the function of this 
court in such a case. It is some- 
times said that the court assumes a 
power to overrule or control the ac- 
tion of the people’s representatives. 
CONSTITUTION IS ‘YARDSTICK’ 

This is a misconception. The Con- 
stitution is the supreme law of the 
land ordained and established by the 
people. All legislation must conform 
to the principles it lays down. When 
an act of Congress is appropriately 
challenged in the courts as not con- 
forming to the constitutional man- 
date the judicial branch of the Gov- 
ernment has only one duty,—to lay 
the article of the Constitution which 
is invoked beside the statute which 
is challenged and to decide whether 
the latter squares with the former. 

All the court does, or can do, is to 
announce its considered judgment 
upon the question. The only power 
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It is inaccurate and misleading to | for the general national 


it has, if such it may be called, 
is the power of judgment. This court 
neither approves nor condemns any 
legislative policy. Its delicate and 
difficult office is to ascertain and 
declare whether the legislation is in 
accordance with, or in contravention 
of, the provisions of the Constitu- 
tion; and, having done that, its duty 
ends. * * ° 

The clause thought to authorize 
the legislation,—the first,—confers 
upon the Congress power “to lay 
and collect Taxes, Duties, Imposts 
and Excises, to pay the Debts and 
provide for the common Defense and 
general Welfare of the United 
States. * 2. *” *- 


AAA AND GENERAL WELFARE 

Nevertheless the Government as- 
serts that warrant is found in this 
clause for the adoption of the Agri- 
cultural Adjustment Act. The argu- 
ment is that Congress may appro- 
priate and authorize the spending 
of moneys for the “general wel- 
fare”; that the phrase should be 
liberally construed to cover anything 
conducive to national welfare; that 
decision as to what will promote 
such welfare rests with Congress 
alone, and the courts may not re- 
view its determination; and finally 
that the appropriation under at- 
tack was in fact for the general 
welfare of the United States. 

The Congress is expressly em- 
powered to lay taxes to provide for 
the general welfare. * * * 

These words cannot be meaning- 
less, else they would not have been 
used. The conclusion must be that 
they were intended to limit and de- 
fine the granted power to raise and 
to expend money. How shall they be 
construed to effectuate the intent of 


| the instrument? 


Since the foundation of the nation 
sharp differences of opinion have 
persisted as to the true interpreta- 
tion of the phrase. Madison as- 
serted it amounted to no more than 
a reference to the other powers 
enumerated in the subsequent 
Clauses of the same section; that, as 














agricultural production, a matter be- 
yond the powers delegated to the 
Federal Government. The tax, the 
appropriation of the funds raised, 
and the direction for their disburse- 
ment, are but parts of the plan. 
They are but means to an uncon- 
stitutional end. 


TENTH AMENDMENT AS CHECK 


From the accepted doctrine that 
the United States is a government 
of delegated powers, it follows that 
those not expressly granted, or rea- 
sonably to be implied from such as 
are conferred, are reserved to the 
States or to the people. To forestall 
any suggestion to the contrary, the 
Tenth Amendment was adopted. 

The same proposition, otherwise 
stated, is that powers not granted 
are prohibited. 

None to regulate agricultural pro- 
duction is given, and therefore leg- 
islation by Congress for that purpose 
is forbidden. 

It is an established principle that 
the attainment of a prohibited end 
may not be accomplished under the 
pretext of the exertion of powers 
which are granted. * * * 

The power of taxation, which is 
expressly granted, may, of course, 
be adopted as a means to carry into 
operation another power also ex- 
pressly granted. But resort to the 
taxing power to effectuate an end 
which is not legitimate, not within 
the scope of the Constitution, is 
obviously inadmissible. * * * 


CHILD LABOR CASE CITED 

In the Child Labor Tax Case, 259 
U. S. 20, and in Hill v. Wallace, 259 
U. S. 44, this court had before it 
statutes which purported to be tax- 
ing measures. But their purpose was 


| found to be to regulate the conduct 


the United States is a government |, 


of limited and enumerated powers, 
the grant of power to tax and spend 


must be confined to the enumerated 


welfare | 


legislative fields committed to the 


Congress. 


THE HAMILTONIAN THEORY 

In this view the phrase is mere 
tautology, for taxation and appro- 
priation are or may be necessary 
incidents of the exercise of any of 
the enumerated legislative powers. 


Hamilton, on the other hand, | 


maintained the clause confers a 


power separate and distinct from | 


those later enumerated, is not re- 
stricted in meaning by the grant 
of them, and Congress consequently 
has a substantive power to tax and 
to appropriate, limited only, by the 
requirement that it shall be ‘exer- 
cised to provide for the general wel- 
fare of the United States. 

Study of all these leads us to con- 
clude that * * * the power of Con- 
gres to authorize expenditure of 
public moneys for pubiic purposes is 
not limited by the direct grants of 
legislative power found in the Con- 
stitution. 

But the adoption of the broader 
construction leaves the power to 
spend subject to limitations. * * * 

That the qualifying phrase must 
be given effect all advocates of 
broad construction admit. Hamilton, 
in his well known Report on Manu- 
factures, states that the purpose 
must be “general, and _ not 
local.” * * © 


WELFARE CLAUSE NOT DEFINED 

When such a contention comes 
here we naturally require a showing 
that by no reasonable possibility can 
the challenged legislation fall within 
the wide range of discretion per- 
mitted to the Congress. How great 
is the extent of that range, when the 
subject is the promotion of the gen- 
eral walfare of the United States, we 
need hardly remark. * * * : 

We are not now required to ascer- 
tain the scope of the phrase “gen- 
eral welfare of the United States” or 
to determine whether an appropria- 
tion in aid of agriculture falls within 
it. 

Wholly apart from that question, 
another principle embedded in our 
Constitution prohibts the enforce- 


ment of the Agricultural Adjustment | 


Act. The act invades the reserved 
rights of the States. It is a statu- 


of manufacturing and trading, not 
in interstate commerce, but in the 
States—matters not within any 
power conferred upon Congress by 
the Constitution—and the levy of 
the tax as means to force compli- 
| ance. The court held this was not a 


| tutional abuse of the power to 
fz. °* © 

These decisions demonstrate that 
Congress could not, under the pre- 


| text of raising revenue, lay a tax 


tory plan to regulate and control +° 
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funds submission to Federal regula- 
tion of a subject reserved to the 
States. * * * 

Appropriations and expenditures 
under contracts for proper govern- 
mental purposes cannot justify con- 
tracts which are not within Federal 
power. And contracts for the reduc- 
tion of acreage and the control of 
production are outside the range of 


| constitutional use, put an unconsti- | that power. 


An appropriation to be expended 
by the United States under con- 
tracts calling for violation of a State 
law clearly would offend the Con- 
stitution. Is a statute less objection- 














: » garment workers in the large cities; +> 


that this results In dislocation of 
the economic balance. Upon the 
principle contended for an excise 
might be laid on the manufacture 
of all garments manufactured and 
the proceeds paid to those manufac- 
turers who agree to remove their 
plants to cities having not more than: 
a hundred thousand population. 
Thus, through the asserted power 
of taxation, the Federal Govern- 
ment, against the will of individual 
States, might completely redistribute 
the industrial population. * * * 


HISTORY OFFERS NO BASIS 


Until recently no suggestion of the 
existence of any such power in the 
Federal Government has been ad- 
vanced. © * © 

Hamilton himself, the leading ad- 
vocate of broad interpretation of 
the power to tax and to appropriate 
for the general welfare, never sug- 
gested that any power granted by 
the Constitution could be used for 
the destruction of local self-govern- 
ment in the States. Story counte- 
nances no such doctrine. 

It seems never to have occurred 
to them, or to those who have agreed 
with them, that the general welfare 
of the United States, (which has 
aptly been termed “an indestructible 
Union, composed of indestructible 
States,”) might be served by oblit- 
erating the constituent members of 
the Union. 


THE ‘FATAL CONCLUSION’ 

But to this fatal conclusion the 
doctrine contended for would in- 
evitably lead. And its sole premise 
is that, though the makers of the 
Constitution, in erecting the Federal 
Government, intended sedulously to 
limit and define its powers, so as to 
reserve to the States and the people 
sovereign power, to be wielded by 
the States and their citizens and not 
to be invaded by the United States, 


| they nevertheless by a single clause 


gave power to the Congress to tear 
down the barriers, to invade the 
States’ jurisdiction, and to become a 
parliament of the whole people, sub- 
ject to no restrictions save such as 
are self-imposed. * * * 

Since, as we have pointed out, 
there was no power in the Congress 
to impose the contested exaction, it 





By the Majority: 


fare. 


States. 


By the Minority: 


power. 





the other enumerated powers of Congress. 


* * * * * * € 


Processing taxes may properly be laid by Congress. 

Expenditure for meeting the farm crisis is for the general welfare. 

To deny Congress the authority to lay down conditions (crop planting limitations) for recipients of 
its benefit payments is to nullify the purpose of the expenditures and make impossible the assured 
promotion of the general welfare, as Congress understands it, by means of the taxing and spending 


Chief Points in the Opinions 


Processing taxes were levied, not for general revenue, but as a step in a plan for regulation of farm 
production, a matter beyond the powers of the Federal Government. 
The power of Congress to tax and spend for the general welfare is not confined to purposes within 
However the taxing and spending power is not without 
limitations. This case does not require determination of these limitations or definition of general wel- 


Expenditures for the general welfare may not be made on condition that recipients submit to Federal 
regulation with respect to a subject—agricultural production—reserved by the Constitution to the 
Congress may not purchase compliance under the general welfare clause. 








on processors who refuse to pay a 
certain price for cotton and exempt 
those who agree so to do, with the 
purpose of benefiting producers. 

Third. If the taxing power may 
not be used as the instrument to 
enforce a regulation of matters of 
State concern with respect to which 
the Congress has no authority to in- 
terfere, may it, as in the present 
case, be employed to raise the money 
necessary to purchase a compliance 
which the Congress is powerless to 
“ommand? 

The Government asserts that 
whatever might be said against the 





validity of the plan, if compulsory, 
it is constitutionally sound because 
the end is accomplished by volun- 
tary cooperation. 


COERCION THROUGH BENEFITS 

There are two sufficient answers to 
the contention. The regulation is 
not in fact voluntary. The farmer 
of course, may refuse to comply, but 
the price of such refusal is the loss 
of benefits. The amount offered is 
intended to be sufficient to exert 
pressure on him to agree to the pro- 
posed regulation. The power to 
confer or withhold unlimited bene- 
fits is the power to coerce or de- 
stroy. * * ° 


accept the benefits, he will receive 
less for his crops; those who receive 
payments will be able to undersell 





him. The result may well be finan- 


| cial ruin. * * * 


But if the plan were one for purely 
| voluntary cooperation it 


i 


If the cotton grower elects not to 





would | 
stand no better so far as Federal | 


power is concerned. At best it is a | 
scheme for purchasing with Federal 


able which authorizes expenditure 
of Federal moneys to induce action 
in a field in which the United States 
has no power to intermeddle? The 
Congress cannot invade State juris- 
diction to compel individual action; 
no more can it purchase such 
action. * * * 

An affirmance of the authority of 
Congress so as to condition the ex- 
penditure of an _ appropriation 
would tend to nullify all consti- 
tional limitations upon legislative 
power, © * © 

It does not help to declare that 
local conditions throughout the na- 
tion have created a situation of 
national concern; for this is but to 
say that whenever there is a wide- 
spread similarity of local conditions, 
Congress may ignore constitutional 
limitations upon its own powers and 
usurp those reserved to the States. 


USURPATION OF POWERS 

If, in lieu of compulsory regula- 
tion of subjects within the States’ 
reserved jurisdiction, which is pro- 
hibited, the Congress could invoke 
the taxing and spending power as 
a means to accomplish the same end, 
clause 1 of Section 8 of Article I 
would become the instrument for 
total subversion of the governmental 
powers reserved to the individual 
States. 

If the act before us is a proper 
exercise of the Federal taxing power, 
evidently the regulation of all in- 
dustry throughout the United States 
may be accomplished by similar ex- 
ercises of the same power. A few 
instances will illustrate the 
thought. * * * 

Suppose that there are too many 





| 


could not lawfully ratify or confirm 
what an executive officer had done 
in that regard. Consequently the Act 
of 1935 does not affect the rights of 
the parties. 

The judgment is affirmed. 


The Minority 
Opinion 


N answer to the majority 

opinion outlawing the AAA, 
Justice Stone, supported by Jus- 
tices Brandeis and Cardozo, ad- 
duced, in support of the validity 
of the Administration’s farm 
program under the Constitu- 
tion, the reasons presented in 
the following extracts from the 
minority opinion: 

The present stress of widely held 
and strongly expressed differences 
of opinion of the wisdom of the Agri- 
cultural Adjustment Act makes it 
important, in the interest of clear 
thinking and sound result, to em- 
phasize at the outset certain propo- 
sitions which should have control- 
ling influence in determining the 
validity of the Act. They are: 
COURT’S JURISDICTION REVIEWED 

1. The power of courts to declare 
a statute unconstituticnal is subject 
to two guiding principles of decision 
which ought never to be absent 
from judicial consciousness. One is 
that courts are concerned only with 
the power to enact statutes, not with 
their wisdom. The other is that 
while unconstitutional exercise of 
power by the executive and legisla- 
tive branches of the Government is 
subject to judicial restraint, the only 
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check upon our own exercise of 
power is our own sense of self-re- 
straint. For the removal of unwise 
laws from the statute books appeal 
lies not to the courts but to the bal- 
lot and to the processes of demo- 
cratic government. 

2. The constitutional power of 
Congress to levy an excise tax upon 
the processing of agricultural prod- 
ucts is not questioned. The present 
levy is held invalid, not for any 
want of power in Congress to lay 
such a tax to defray public expendi- 
tures, including those for the gen- 
eral welfare, but because the use to 
which its proceeds are put is dis- 
approved. 


FARM BOUNTIES APPROVED 

3. As the present depressed state of 
agriculture is nation-wide in its ex- 
tent and effects, there is no basis 
for saying that the expenditure of 
public money in aid of farmers is 
not within the specifically granted 
power of Congress to levy taxes to 
“provide for the * * * general wel- 
fare.” The opinion of the Court 
does not declare otherwise. * * * 

It is with these preliminary and 
hardly controverted matters in mind 
that we should direct our attention 
to the pivot on which the decision of 


| the Court is made to turn. It is that 


a levy unquestionably within the 
taxing power of Congress may be 
treated as invalid because it is a 
step in a plan to regulate agricul- 
tural production and is thus a 
forbidden infringement of State 
power. * * * 

The tax is unlike the penalties 
which were held invalid in the Child 
Labor Tax case * * * because they 
were themselves the instruments of 
regulation by virtue of their coercive 
effect on matters left to the con- 
trol of the States. Here regulation, 
if any there be, is accomplished not 
by the tax but by the method by 
which its proceeds are expended, and 
would equally be accomplished by 
any like use of public funds, regard- 
less of their source. * * * 


VOLUNTARY ‘CONTROL’ 

In saying that this method of 
spending public moneys is an in- 
vasion of the reserved powers of the 
States, the Court does not assert that 
the expenditure of public funds to 
promote the general welfare is not 
a substantive power specifically 
delegated to the national Govern- 
ment, as Hamilton and Story pro- 
nounced it to be. * * * 

But it is declared that State power 
is nevertheless infringed by the ex- 
penditure of the proceeds of the tax 
to compensate farmers for the cur- 
taliment of their cotton acreage. 
Although the farmer is placed under 
no legal compulsion to reduce acre- 
age, it is said that the mere offer of 
compensation for so doing is a spe- 
cies of economic coercion which op- 
erates with the same legal force and 
effect as though the curtailment 
were mandatory by Act of Congress. 

In any event it is insisted that 
even though not coercive the ex- 
penditure of public funds to induce 
the recipients to curtail production 
is itself an infringement of State 
power, since the Federal Govern- 
ment cannot invade the domain of 
the States by the “purchase” of per- 
formance of acts which it has no 
power to compel. 


COERCION NOT MANIFEST 

Of the assertion that the pay- 
ments to farmers are coercive, it is 
enough to say that no such conten- 
tion is pressed by the taxpayer, and 
ho such consequences were to be 
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"+ anticipated or appear to have re- 


sulted from the administration of 
the Act. 

The suggestion of coercion finds 
no support in the record or in any 
data showing the actual operation 
of the Act. * * * 

The presumption of constitu- 
tionality of a statute is not to be 
overturned by an assertion of its 
coercive effect which rests on noth- 
ing more substantial than ground- 
less speculation. 

It is upon the contention that 
State power is infringed by pur- 
chased regulation of agricultural 
production that chief reliance is 
placed. * * * 

The Constitution requires that 
public funds shall be spent for a de- 
fined purpose, the promotion of the 
general welfare. Their expendi- 
ture usually involves payment on 
terms which will insure use by the 
selected recipients within the limits 
of the constitutional purpose. 

Expenditures would fail of their 
purpose and thus lose their consti- 
tutional sanction if the terms of 
payment were not such that by their 
influence on the action of the recipi- 
ents the permitted end would be 
attained. 


CONDITIONING OF GRANTS 


The power of Congress to spend is 
inseparable from persuasion to ac- 
tion over which Congress has no 
legislative control. * * * 

These effects upon individual ac- 
tion, which are but incidents of the 
authorized expenditure of Govern- 
ment money, are pronounced to be 
themselves a limitation upon the 
granted power, and so the time- 
honored principle of constitutional 
interpretation that the granted 
power includes all those which are 
incident to it is reversed. * * * 

Such a limitation is contradictory 
and destructive of the power to ap- 
propriate for the public welfare, and 
is incapable of practical applica- 
tion, * ° * 

It is a contradiction in terms to 
say that there is power to spend for 
the national welfare, while rejecting 
any power to impose conditions rea- 
sonably adapted to the attainment 
of the end which alone would justify 
the expenditure. 

The limitation now sanctioned 
must lead to absurd consequences. 
The Government may give seeds to 
farmers, but may not condition the 
gift upon their being planted in 
places where they are most needed 
or even planted at all. 

The Government may give money 
to the unemployed, but may not ask 
that those who get it shall give labor 
in return, or even use it to support 
their families. * * * 

The Government may spend its 
money, for vacational rehabilitation. 
48 Stat. 389, but it may not, with the 
consent of all concerned, supervise 
the process which it undertakes to 
aid. * °° 

Do all its activities collapse be- 
cause, in order to effect the permis- 
sible purpose, in myriad ways the 
money is paid out upon terms and 
conditions which influence action 
of the recipients within the States, 
which Congress connot command? 

The answer would seem plain. If 
the expenditure is for a national 
public purpose, that purpose will 
not be thwarted because payment is 
on conditions which will advance 
that purpose. * * * 

That the governmental power of 
the purse is a great one is not now 
for the first time announced. Every 
student of the history of govern- 
ment and economics is aware of its 
magnitude and of its existence in 
every civilized government. * * * 

The suggestion that it must now 
be curtailed by judicial fiat because 
it may be abused by unwise use 
hardly rises to the dignity of argu- 
ment. So may judicial power be 
abused. * * * 

Such suppositions must leave un- 
moved any but the mind accustomed 
to believe that it is the business of 
courts to sit in judgment on the wis- 
dom of legislative action. Courts are 
not the only agency of government 
that must be assumed to have ca- 
pacity to govrn. Congress and the 
courts both unhappily may falter or 
be mistaken in the performance of 
their constitutional duty. 

But interpretation of our great 
charter of Government which pro- 
ceeds on any assumption that the 
responsibility for the preservation 
of our institutions is the exclusive 
concern of any one of the three 
branches of Government, or that it 
alone can save them from destruc- 
tion, is far more likely, in the long 
run, “to obliterate the constituent 
members” of “an _ indestructible 
union of indestructible States” than 
the frank recognition that language, 
even of a constitution, may mean 
what it says: that the power to tax 
and spend includes the power to re- 
lieve a nation-wide economic malad- 
justment by conditional gifts of 
money. 
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+ THE CONSTITUTION IN DANGER? 


(Following are excerpts from an ad- 
dress made before the Association of 
the Bar of the City of New York, Jan. 
7, 1936.) 


By DONALD R. RICHBERG 


Former Administrator of the NRA and 
Former Executive Director of the 
National Emergency Council 


TE are today passing through a 

neriod of increasing bitterness 
et conflict between those who, on 
the one hand, are urging distressed 
people to crash through any legal 
barriers that may delay the advance 
of projects intended to promote the 
general welfare, and those who are 
seeking to build new barriers to 
prevent individual interests, from 
being trampled down by a multitude 
on the march for a new Promised 
Land. 

It would seem from the records 
of the courts that the bench and bar 
are constantly alert to restrain legis- 
lators or executives from any course 
of conduct which, under any con- 
ceivable construction of constitu- 
tutional provisions, might by any 
possible exercise of judicial author- 
ity be held unlawful and subject 
to restraint. 

But the occacsion seems appro- 
priate to raise the timely question 
as to whether this zeal to protect 
and defend the Constitution is not 
blinding many of those who are 
its own sworn defenders to the fact 
that, unconsciously and _ wholly 
without intention, they are under- 
mining the very foundations of the 
Federal Constitution which rests 
solely upon the voluntary, self-in- 
terested support of the masses of 
the people—who are, in the lan- 
guage of Lincoln, not the servants, 
but the masters of the Constitution. 


AS A FINAL REMEDY 

There is a current phrase, fre- 
quently on the lips of lawyers, but 
which to those well-read in history 
and law must have ominous signifi- 
cance. It is the answer made to 
complaints against judicial nullifi- 
cation of debatable laws: “The 
remedy lies in a _ constitutional 
amendment.” 

Of course, that is where the 
remedy lies when, for example, the 
Constitution clearly denies or fails 
to give to the Congress the power 
to enact a law which has wide- 
spread support. 

But let us not overlook the effect 
of educating the people to believe 
that a few broad—and somewhat 
vague provisions of the Constitu- 
tion—forbid the enactment of laws 
so generally desired that they will 
have been passed by huge majori- 
ties. When the popular will is nuli- 
fied by a judicial decision and the 
people are told that the remedy is 
to amend the Constitution, the ef- 
fect on public opinion is far from 
healthy. 


PRESENT DAY PROBLEMS 

You have before you today the 
rapidly accumulating product of this 
popular education in an extensive 
support of three types of Constitu- 
tional Amendment which might 
be profoundly injurious to our in- 
stitutions of government. 

One would extend the Federal 
power over interstate commerce so 
as to envelop practically all private 
enterprise. 

Another would extend the Federal 
power so as to cover practically all 
legislation regarded as desirable to 
promote the general welfare. 

Another would severely restrict or 
absolutely deny the power of the 
Federal judiciary to invalidate leg- 
islation. 

Many conservatives are not wor- 
ried by these proposals. They as- 
sume that constitutional amend- 
ment is too difficult a process, and 
that the issues are so highly debat- 
able, that no drastic amendment 
will be adopted in their lifetime. 

Many of use thought the same 
thing originally about national 
prohibition, and later about repeal. 
Whe prohibition amendment was 
ratified within thirteen months after 
it was submitted by the Congress 
and the repeal amendment in less 
than one year. 

Every one of the last five amend- 
ments was ratified within two years 
of its submission to the States. To 
complete this picture let it be re- 
called that 12 amendments were 
adopted in the first 17 years of the 
republic, 3 were adopted within five 
years after the Civil War, and 6 
were adopted in the last 23 years. 


SPEEDY AMENDING 

This brief history shows that con- 
stitutional amendment has been 
indeed difficult—and that not one 
revision has been made—in a period 
of transquil progress, when conflict- 
ing economic and political interests 
were being wisely compromised. But 
it also shows that in three pe- 
riods of great national strain con- 
stitutional amendments have been 
rapidly effected by mass movements 
of irresistible force. 








Following the Revolution and the 
adoption of a Constitution which 
was regarded as insufficiently pro- | 
tecting individual rights, State’s | 





A Plea For Less Judicial Interference 


With Laws as a Means to Avert 
Radical Amendments 





rights and other popular rights, 
came 12 amendments in_ short 
order. 

More than 60 years later came the 
amendments written as the closing 
chapters of a Civil War. Forty 
years later began a series of amend- 
ments reflecting quite clearly the 
political strains arising out of an 
economic revolution. 

Each one provided an assumed 
remedy for political or economic ills 
from which masses of the people 
sought relief: Income tax; direct 
election of Senators; prohibition of 
intoxicating liquors; women’s suf- 
frage; abolition of “lame duck” ses- 
sions of Congress; and finally re- 
peal of prohibition. 


WHEN PEOPLE DEMAND 

Every one of these recent amend- 
ments has been the product of the 
patient organization of public opin- 
ion behind a program which for a 
long time had little promise and 
then suddenly swept away all op- 
position. Today there may appear 
only a moderate interest in a con- 
stitutional amendment which would 
greatly extend the Federal legisla- 
tive power or drastically curb the 
authority of the Federal judiciary. 
But we should realize that in a few 
weeks or months we may see a pop- 
ular demand rising and storming 
across the country, against which 
the arguments of lawyers and the 
warnings of political scientists will 
have the gallant futility of soap 
bubbles blow into a hurricane. 


DANGER SIGNALS FLYING 

I would call attention to three 
particular evidences of the reality 
anc imminence of this danger. 

First. The authority of the courts, 
and popular confidence in their jus- 
tice and impartiality, is being 
steadily undermined when a large 
number of judges in the lower courts 
are being called upon daily to over- 
ride the authority of other public 
officials and then to make final de- 
cisions on political and economic 
issues in which masses of the people 
are vitally interested and upon 
which they are usually divided along 
class lines of economic interest. An 
increasing demand that such an ex- 
traordinary authority shall either be 
destroyed or subjected to popular 
control, is inevitable. 

Second. The authority of edu- 
cated men and women, and the in- 
fluence of experienced leaders in 
business, finance, labor and public 
affairs, is being steadily undermined 
by the virulence with which they 
are publicly attacked and their 
characters and motives are assailed. 


FREEDOM OF SPEECH 

At the same time important sec- 
tions of the public press, while prop- 
erly demanding that their own free- 
dom shall be preserved, deny an 
actual freedom of the press to those 
with whom they disagree, whose 
acts and policies are presistently 
misrepresented in the coloring and 
distortion of news reports. This 
unfairness is particularly evident 
when a publisher demonstrates his 
intolerance by openly advocating 
suppression of political or economic 
opinions which are obnoxious to 
him. 

In this manner a sound public 
opinion is being undermined, be- 
cause millions of bewildered people, 
sorely tried by adversity, are begin- 
ning to lose faith in a natural lead- 
ership of brains and experience, and 
to distort the integrity of either the 
facts or arguments which are fur- 
nished by newspapers and maga- 
zines. They are thus prepared to 
listen hopefully to any political 
demagogue or economic charlatan 
who offers some panacea, some sim- 
ple remedy that will cure all their 
ills, 


OFFERS OF PANACEAS 

Third. The panacea promoter now 
has conditions ripe for a national 
debauchery of public opinion. The 
methods for organizing a fanatic 
movement and steadily expanding 
its force have all been worked out; 
and a successful technique has been 
established in suc’: campaigns as 
those of the Ku Klux Klan and the 
Anti-Saloon League. Today a series 
of such movements are in progress, 
of which the most menacing is the 
Townsend Plan. 

Against these three forces, which 
are helping to produce a mass move- 
ment destructive of our institutions 
of self-government, what counter- 
force can the lawyers at the bar 
and on the bench exert that may 
check this undermining of public 
confidence in the wisdom and ef- 
fectiveness of our constitutional 
safeguards of freedom and security? 


WHAT THE BAR CAN DO 
It must be evident that if the 


legal profession would exert its pow- 
erful influence primarily in behalf 


of law enforcement, if it would dis- 
courage all petty “obstructions to 
the execution of the laws,” and if it 
would support to the fullest possible 
extent the “action of the constituted 
authorities,” this attitude among 
lawyers would have a far reaching 
effect in strengthening the founda- 
tions of our Government and in 
cambating what Washington de- 
scribed as the “fatal tendency” of 
disobedience to the established gov- 
ernment. 

I do not mean to suggest that 
such a change of attitude can be 
easily brought about, nor that a dif- 
ferent attitude could be quickly 
transmitted to those clients who 
have come to regard their lawyer— 
not so much as an officer of the 
law—but more as a protector against 
the law, a defender of the individual 
against the tyranny of government. 

The making, administration and 
interpretation of law is suffering 
profoundly today from the intoler- 
ant use of political and economic 
powers by those who become tem- 
porarily vested with their control. 
This spirit is manifested in many 
separate fields of activity and is cre- 
ating an increasing tension in our 
national life. 


INTOLERANT GROUPS 

The owners and controllers of 
large properties assert with vehem- 
ence their right to exercise an un- 
restrained private judgment in mat- 
ters of vast public concern. Leaders 
of organized labor make demands 
for more employment, together with 
immediate increases of wages and 
shortening of hours, which, no mat- 
ter how desirable in theory, cannot 
be properly provided, even with the 
utmost of good will and sacrifice of 
other interests. 

Consumers insist upon lower 
prices for everything they buy, al- 
though as workers they are insisting 
upon higher prices for the products 
or labor which they sell. 

All these competing groups seek 
the aid of government to impose re- 
straints and obligations upon other 
groups and then resort to assertions 
of constitutional rights to prevent 
the enforcement of any political re- 
straints or obligations against 
themselves. Thus, as the product 
of this economic warfare, we have a 
political warfare that creates even 
more intolerant uses of political 
power. 


POSSIBLE REMEDIES 

When legislative or executive 
power is improperly exerted, there 
are two principal remedies. 

The first is the corrective power of 
the ballot, because all such offi- 
cials must submit themselves for 
reelection at regular and compara- 
tively short intervals. 

The second is the corrective power 
of the courts in refusing to enforce 
an unconstitutional law, or an un- 
authorized executive action. There 
cannot be any serious question 
among lawyers that this judicial 
power is a sound and necessary one 
for the maintenance of a govern- 
ment with independent branches, 
with overlapping State and Federal 
sovereignities and with constitu- 
tional limitations imposed on all of- 
ficers and agencies of government. 


CHECK UPON COURTS 

There has, however, developed a 
further doctrine, which is a logical 
outgrowth, but pregnant with dan- 
gerous consequences. That is the 
doctrine that the acts of a public 
official may be directly restrained, 
even when authorized by statute, if a 
judge thinks that the statute is un- 
constitutional. 

The court, in theory does not an- 
nul the law or assume any con- 
trol over legislative or executive acts. 
But it decides that the person pur- 
porting to act as a public official is, 
in fact, an individual wrongdoer, 
acting without authority; and there- 
fore it restrains him. 

It may be conceded at once that 
where only the wholly unauthorized 
act of a single executive officer is in- 
volved, there should be little criti- 
cism of such a restraint by even a 
Single judge. Presumably, the judge 
is better informed upon the law and 
without any bias of personal inter- 
est. 

But when a single judge under- 
takes to hold that an entire legisla- 
tive body has violated the Constitu- 
tion which they, as well as he, have 
Sworn to uphold, there is a basis for 
very serious criticism. Such criti- 
cism has already resulted in the en- 
actment of the Federal law requir- 
ing a three-judge court to pass upon 
the validity of State laws or the 
actions of State officials alleged to 
be invalid. 


VETOES BY LOWER COURTS 

At the present time we have a 
nation-wide demonstration of the 
consequences of carrying a sound 
doctrine to its logical extreme and 
establishing a system under which 
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any United States District Judge 
can, in effect, either annul an Act of 
Congress, or so control its adminis- 
tration as to substitute his will for 
the deliberate judgment of the 
Congress of the United States, which 
has been approved by the Presi- 
dent. 

The particular judge may have 
been appointed 20 years ago, or he 
may have been a member of Con- 
gress himself less than a year ago. 
In either case he is simply one man 
who has taken the same oath and 
is under the same obligation as 435 
Representatives, 96 Senators and 
the President—to uphold the Con- 
stitution. 


It would require an extraordinary 
imagination to conceive that his as- 
sumption of judicial office has in- 
vested him with a judgment and 
sense of responsibility superior to 
the combined judgment and respon- 
sibility of 531 Members of Congress 
and the Chief Executive. 


JUDGES VS. LEGISLATORS 

Of course, I am aware that many 
members of the bar hold a much 
higher opinion of the Federal 
bench as a whole than of the Con- 
gress as a whole, and feel that the 
assurance of life tenure enables the 
Federal bench to maintain au im- 
partiality of judgment impossible in 
elective legislators. 

But, with due respect to the high 
traditions and ability of the Federal 
bench, it should also be noted that it 
is composed of human beings who 
frequently exhibit even on the 
passions and prejudices and frail- 
ties of other men. Even life 
tenure is not absolute, because some 
have resigned to enter pr‘vate prac- 
tice, or to run for public office, and 
few (happily not many) have been 
impeached or resigned under fire of 
charges. 

Regardless, however, of the con- 
ceded character and ability of the 
judges, it is, to put it bluntly, a 
travesty upon representative, popu- 
lar government to empower one man, 
serving as the judge of an inferior 
court, to annul, even temporarily, a 
law which has been enacted by a 
body of 531 men, constituting the 
supreme legislative assembly of 
the Nation, and approved by the 
Chief Executive who is elected by all 
people. 


EFFECT OF SUCH DECISIONS 

So long as such an action occurred 
only rarely and without far reaching 
consequences, the irrational char- 
‘acter of it might not greatly arouse 
public opinion. But in recent years 
there has developed a popular ap- 
preciation of the fact that the 
process of law making in our 
democracy is not completed until 
the final stamp of judicial approval 
has been obtained. Until then, it 
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| the citizenship subject to their au- 


is entirely possible that any law 
which 125,000,000 people are sup- 
posed to obey may be annulled, in 
whole or in part, in any section of 
the country, by the decision of one 
district judge. Meanwhile, other 
judges in other districts may cor- 
tinue to enforce this same law over 





thority. Such a condition continued 


for many months during the life of 


the NRA; and has affected for many 
months the operation of the AAA. 


WHAT CONGRESS CAN DO 

It will be recognized that the Con- 
gress can terminate this power in 
the inferior Federal courts at any 
time, by enacting a law denying to 
such courts any jurisdiction either 








to enjoin or to refuse the enforce- 
ment of a Federal law on the ground 
of its alleged unconstitutionality. 
Such an Act of Congress might 
properly provide for the taking of 
evidence and the certification of 
such a question promptly and di- 
rectly to the Supreme Court and 
thus insure its early and final de- 
termination. 














Protect your Engine with 
Mobiloil Arctic... 
Flows freely... Lasts longer! 


S YOUR CAR easy to start... ready to go 

...these cold days? Are you getting 
smooth performance . . . full oil mileage? 

Millions of car owners are enjoying 
this kind of winter driving right now 
with Mobiloil Arctic! They find their 
cars start quicker and easier . . . that re- 
pair bills are less. Many report 25% to 
50% greater oil mileage. 


These are not ciaims . . . they are facts, 


proved by thousands of motorists and 
made possible by the different kind of 
winter oil refined by Socony-Vacuum’s 


revolutionary Clearosol Process. 


This quick-starting winter oil means 
a real saving in time and money. Stop 
today at your nearest Mobiloil Dealer's 
for Mobiloil Arctic (20W) or Mobiloil 
Arctic Special (10W), whichever your 
car requires. And here’s another tip— 
for easy shifting get Mobiloil CW, the 
special winter gear oil, Then you'll find 


cold weather really enjoyable! 
SOCONY-VACUUM OIL CO., INC. 
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FOR AMERICA’S 
FAVORITE WINTER OIL 







Getoffto QuickStarts 
Every Day thisWinter! 





EASY STARTING— 


Mobiloil Arctic will give you 
quick, easy starting and instant 
lubrication at low temperatures. 


FULL PROTECTION— 


Mobiloll Arctic resists heat. 
Holds its body at high engine 
temperatures—gives full protec- 
tion to moving parts. 


OIL ECONOMY— 


Mobiloil Arctic stays on the job— 
lasts longer. Actual users of this 
winter oil report from 25% to 50% 
greater oil mileage. 
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yom National Bescuzt Company ovens 


Sky Flake Wafers come fresh from the ovens that bake 
America’s cracker favorites. They're extra rich, extra short, 
extra flaky—another outstanding example of the extra value 
in every one of the more than 500 crackers and cookies that 
bear the famous N B C. Red Seal 

Choice, carefully selected ingredients, constant laboratory 
testing of raw materials, and packaging methods, and an 
unmatched distribution system which insures freshness by 
quick, frequent delivery to grocers everywhere, are basic 
features of National Biscuit Company policy 
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Further assurance of quality results from first-class work- 
ing conditions and the fact that the men and women who 
make National Biscuit Company products enjoy wages as 
high or higher than are paid elsewhere in the industry, 
Special advantages such as employee insurance, pensions for 
old age retirement, and a free medical department have been 


available for many years. 


The combination of all these factors has made National 
Biscuit Company the world’s outstanding bakers of crackers 


and cookies. 


A feoduct of NATIONAL BISCUIT COMPANY 
NED Lakes of needa Biscuit and hundreds of other favovile varielles 
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LABOR: CRYSTALLIZING A NEW POLICY 
TO GIVE UNCLE SAM GREATER POWER 





Factional Interests Uniting as Result of Farm Program 


Collapse—Support for Constitutional Amendment 
To Avoid Industrial Crises 





i the counsels of organized labor 
the Supreme Court’s bombshell 
that wrecked the farm control pro- 
gram last week had this effect: It 
crystalized policy over night and 
provided an issue on which both 
factions, industrial and craft union 
supporters, were largely at one. 

The issue is vigorous action for 
revision of the Constitution, in 
which the farm group is counted 
on as an ally of major importance. 
The Federation had already been on 
record for an amendment, but the 
motor was idling, so to speak, until 
the need for action should become 
clearer. 

A. F. OF L. FOR AMENDMENT 

William Green, president of the 
American Federation of Labor, first 
called into conference his chief lieu- 
tenants on the executive council of 
the Federation and heard them ad- 
vise that the sooner the Federation 
gets behind an amendment to the 
Constitution the better. 

His next move was to confer with 
farm leaders, who had already been 
summoned to Washington by Secre- 
tary of Agriculture Wallace to take 
counsel on the crisis that faced their 
interests. 

Armed with the views of these 
labor and farm leaders, Mr. Green 
goes this week to Miami, Fla., where 
the Federation’s Executive Council 
meets, on Jan. 16, and is expected to 
map plans of action. 

Thus by the logic of events, the 
Federation is driven rapidly in the 
direction in which its industrial un- 
ion faction, headed by John L. Lewis 
of the United Mine. Workers, has 
been strongly urging it to go. 


WILL LABOR PARTY COME? 

To what does this move point? 

In conjunction with the drive for 
a Constitutional amendment, the 
tide is setting toward a more direct 
part in politics. The aim of Mr. 
Lewis and of his large following 
among the partisans of industrial 
unions is the organization of a labor 
party. This party would seek the 


The Court held that the Federal 
Government might not “purchase 


| compliance” by making its bounty 


conditional on performance of cer- 
tain actions. In the case of the 
farm law, this referred to agree- 
ments to restrict production. 

As applied to labor laws, it appears 
on its face to outlaw the Guffey 
Coal Act, which seeks to enforce 
compliance with a coal code by re- 
mitting to compliers 90 per cent of 
a tax imposed. The tax itself would 
also be invalidated by the decision, 
it was expected. Hearing on this 
case before the Supreme Court is 


| scheduled for March 11. 








widest possible support among | 


workers, farmers and “Liberals.” 
On this point, however, the Fed- 


eration is apt to hold back. Mr. | i 
| covery? The second inquires whether 


Green’s moves indicate that he is 
thinking rather of a labor-farmer 
bloc in Congress which would cut 
across the regular party lines with- 
out forming a party of its own. 

The phrase in the Supreme Court’s 
decision which appeared most clearly 
to doom many of labor’s hopes in 
present laws was “purchase of com- 
pliance.” 


When the NRA was thrown out by | 
the Court last May 27 on the ground | 


that Congress might not directly 
regulate intrastate commerce not di- 
rectly affecting interstate commerce, 


reliance was put on use of the | 


taxing power as a means of control. 


This now is barred by the AAA de- | 


cision. 
Hence the dilemma confronting 
labor leadership. 


GREAT CHANGE IN A DECADE 


The mere fact that the Court de- 
cision is regarded as creating a di- 
lemma tells a story of a long journey 
made since 1920 in labor attitudes. 

Then, Government was not offi- 
cially welcomed by the A. F. of L. 
in the employer-employe conflict. 
Government was thought to favor 
the employers—to be in their virtual 
control. 

Today, Government is seen as an 
offset to the economic power of em- 
ployers. It is regarded as a possible 
instrument for correcting forces that 


periodically unbalance economic re- | 


lationships and produce depressions. 
Since these industrial crises fall with 


the most crushing weight on labor- | 


ers, the A. F. of L. has made it its 
province to study means of avoid- 
ing them and to urge its recommen- 
dations in the form of laws. 

An example of its analysis is pro- 
vided by its current annual review 
and forecast. 


The analysis attempts to answer | 


| two questions. The first is, how has 


labor fared in the past year of re- 


industry has succeeded in keeping 
balance between producing power 
and consuming power, a balance 
called essential to lasting progress. 


13,000,000 JOBS SOUGHT 


The first question is answered 
thus: “Unquestionably labor has 
gained during the past year. But 


' 





by the end of the year it was clear 
that labor’s gains were not keeping 
pace with those of industry. By 
November, 1935, although industry 
had recovered half its depression 
loss, only 29 per cent of the unem- 
ployed had found work.” 

The extent of this unemployment 
problem is emphasized by pointing 
to an increase of nearly four million 
persons seeking jobs who were not 
in the labor market at all in 1929. 

“So,” says the statement, “if we 
are to be freed from the burden of 
supporting millions on the relief 
rolls, four million more jobs must 
be found than existed in 1929. We 
shall need to create jobs for 13,000,- 
000 persons in the next two years 
to give work to all who want it.” 

Three methods are outlined for 
attaining this end. 

First, the reduction of work hours 
(but without reducing wages), which 
is one of the A. F. of L’s. prescrip- 
| tions for forcing up purchasing 
| power and hence demand for goods 
and services. 

Second, an increase in workers’ 
| income to levels that will support 
| a demand for industrial products 
| greater than at any time in history. 
| Third, resumption by industry of 
| its normal buying of machinery and 
| equipment, which would reemploy 
| workers in the heavy industries. 


REAL ‘INCOME’ OF WORKERS 

The analysis then proceeds to in- 
quire whether progress has been 
made toward a “balance of economic 
| forces,” which would bring about 
| the reemployment sought. 
| Its answer is “No.” 

The evidence? 

' This is seen in an increase in in- 
| dustrial production in the year by 
| 14 per cent, coupled with an increase 
| of only 4 per cent in employment 
| and of 7 per cent in the “real” in- 
come of all workers employed. “Real” 
income means money income cor- 
| rected by changes in the prices of 
things which the money will buy. 
Furthermore, compared with these 
gains, profits have risen by 40 per 
cent. 

The “real” income of employed 
workers is found to have remained 
practically constant for the year, 
but they have worked an additional 
| 145 hours a week in order to earn it. 

The final conclusion reached is 
that 1935 was a year of progress for 
business at the expense of workers, 
whereas in the previous year a bal- 
ance between production and buying 
power had been maintained. 

As for the future, the A. F. of L. 
| holds that, unless last year’s lack 
| of balance is corrected, we can not 
| hope for sustained recovery or sus- 
tained employment for the millions 
seeking work. 


Joun W. TaYLor. 
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For your information 


Schenley “Newsfacs’ 


AIDING EMPLOYMENT . . . According to an estimate 
which is regarded as conservative, approximately 
1,000,000 persons have been put back to work by the 
legalizing of the sale of liquors, beer and wine. Manu- 
facturing and distributing probably have accounted 
for 250,000 new jobs. Restaurants, hotels and clubs, 
including many new stores, have added about the 
same number. The cooperage industry alone, includ- 
ing employment for lumbermen and for steel workers 
who make hoops, accounts for about 31,000 jobs. 


Schenley 


MARK OF MERIT WHISKIES 
the Mark of Merit 








SCHENLEY’S 


CREAM OF KENTUCKY 


KENTUCKY STRAIGHT WHISKEY 


To make your highballs, juleps, etc., as luscious as the ones below the Mason-Dixon line! 


Sebeniey Distributors, inc., New York, N. Y. 








Radio on the March 


HE Radio Corporation of America during the past year 

has participated in and contributed to the revival of busi- 
ness activity. During 1935 the RCA research laboratories and 
experimental workshops developed many new products and serv- 
ices. These already are stimulating public demand and leading 
to increased employment. The various members of the RCA 
family have collaborated in the advance made by RCA in 
the field of universal radio service. A partial listing of these 


contributions follows: 





RCA MANUFACTURING CO., INC. 


Introduced a new line of home receivers, fea- 
turing the “Magic Eye”, an improved “Magic 
Brain” and All-Metal tubes; also a 22-tube 
radio-phonograph including home and radio 
recording, and offered a library of 460 records 
of the world’s greatest music. 

Perfected a new double sound track method 
of talking picture recording which greatly in- 
creases fidelity of reproduction. 

Developed a gun detector which automati- 
cally sets off an alarm when an attempt is made 
to smuggle a weapon past the device. 

Introduced cathode ray oscillographs and 
other accurate electrical measuring devices for 
laboratory and service work. 

Developed a new “electron multiplier” 
which makes possible amplification of the 
order of millions of times within a single tube. 

Produced new types of tubes and improved 
receivers and transmitters for amateurs. 

Made marked advances in exploring and de- 
veloping the field of ultra-short waves. 

Produced an improved optical reduction 
printer to make 16mm. sound prints from 
standard-size motion picture negatives. 

Established its own aircraft hangar to pro- 
vide a continuously working demonstration of 
aviation radio communication apparatus. 


RCA COMMUNICATIONS, INC. 


Five cities were added to the RCA inter-city 
radio-telegraph system which now links New 
York, Boston, Philadelphia, Camden, Balti- 
more, Washington, New Orleans, Detroit, 
Chicago, San Francisco, Los Angeles, Seattle. 

Work was started on a 200-kilowatt short- 
wave transmitter, which will be the highest- 
powered of its kind in the world. It will assure 
even more efficient transatlantic commercial 
service. 

A specially designed telephone switchboard 
was installed at the central office in New York 
which speeds up international communication 
service to direct-wire customers. 

A new “radio switchboard” which enables 
one operator to route signals from 20 or more 


countries eliminates delays in communication 
with smaller nations. 


RADIOMARINE CORP. OF 
AMERICA 


A new Birthday Greeting radio telegram ship- 
and-shore service was inaugurated. 

Motor lifeboat radio equipment, with a 
range of 75 miles, was introduced. The new in- 
struments are compact, sturdy, simple in oper- 
ation, and will prove invaluable in service. 

A new, compact radio direction finder for 
yachts and small ships was developed. 

Tests in transmitting complete weather 
maps to ships at sea were concluded and lim- 
ited service will now be started. 

A Radio Gift Service, enabling friends 
ashore to send gifts to passengers on large 
ships, was popularized. 


NATIONAL BROADCASTING CO. 


Continued erection of so-called anti-fading 
antennas at broadcasting stations, to improve 
service to outlying areas. 

Installed additional 50-kilowatt transmit- 
ters, enlarging broadcast areas and providing 
stronger signals, 

New studios, equipped with the latest per- 
fected apparatus, were opened in Hollywood 
as part of the development of the film capital 
as an important source of programs. Construc- 
tion also was begun on new studios in Chicago. 

Many improvements were developed in the 
use of ultra-short wave in field pickups from 
airplanes, trains, boats, etc. 

World-wide broadcasting service was made 
even more reliable through improvements in 
methods and apparatus. 

A self-operating transmitter with automatic 
volume control was developed for use by the 
balloonists in the record-breaking stratosphere 
flight. A perfectly-executed aerial tie-up made 
possible two-way conversations with the bal- 
loon and the China Clipper, a London news- 
paper, and several stations in this country. 

Many advances in acoustical science were 
made in the studios. 


In these and other RCA services, the public finas every facility 


in the field of radio for business, pleasure and the safeguard- 


ing of life on land, sea and in the air. Many additional develop- 


ments, such as television and facsimile are now taking form as 


a result of RCA research. Radio will have an increasingly impor 


tant part in the affairs of every day life during the coming years. 


Demonstrations of the scope and utility of 


RCA services are included in the enjoyable 


RCA Magic Key program each Sunday af- 
ternoon at 2 o’clock, E. S. T., over an NBC- 
WJZ nationwide network. 


OF AMERICA 


RCA BuiLpinc. Rapio City 


RCA COMMUNICATIONS, INC., 66 Broad St., New York. 
RADIOMARINE CORP. OF AMERICA, 75 Varick St., New York 
NATIONAL BROADCASTING CO., INC., RCA Building, Radio City 


RCA MANUFACTURING CO., INC., Camden, N. J. and 411 Fifth Ave., New York 


RADIO CORPORATION 
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D oO 9 BRIN ~‘ LARGER POPUL \ TION of commissioned officers available 
G it for duty in any part of the world, 
| — totals 6,342 persons. Added to this 
Oo U n oO W * The Federal Government has dis- ; afrived at ports at which no medical there are about 4,600 State and local 
; - covered that the year which ended | Officer is available for duty. health employes who collaborate 
| | > a June 30, 1935, for some reason or an- Surgeon General Cumming re- | with the Service in the collection of 
a ther reversed the declining birth ported that intensive research work | morbidity d li es 
f > - Cnaee ” f is being continued on a number of | y and mortality statistics. 
WITH the exception of the Pro-, . rate and increased the number of | fronts vital to the continued good |* — 
hibition Amendment, no part American parents. | health of the nation. Federal lab- 
of the Constitution has ever been % : ‘ : A United States Public Health Serv- | oratories are still conducting tests 
repealed = sit EUR: | ice officials, checking up on their on two important vaccines for the 
. eet — pin studded charts prior to making | prevention of infantile paralysis 
: public the annual accounting of the which made their appearance last 


Salvaging the AAA nation’s health, feund that the birth | year. To combat the Rocky Moun- 


HE future of the New Deal farm ||| tte, pre = been ripen cele ong ae pg A a ro 
; several decades, is once m ; € sent in ates, 
rogram presents ; Of - iil ’ Mean 
ail PLoS presents a dreary pic health scientists stepped uv their HAVANA * NASSAU « SOUTH; 
chubby infants, they found that 


i roduction of vaccine. 
Ever since the Supreme Court Pp c accine 
about 94,000 more babies were born LOW FARES 


; a he number 5 ifi i- 
handed down its decision invalidating The number of scientific, techni 
the AAA, thus sweeping away in a in the United States than in the | — 
year before. | FAST SERVICE 


single stroke the machinery by which 
the <a has controlled farm } Deaths of infants under one year | Convenient Schedules 
production during the past two and of age, however, registered a slight SS 
half years, the officials of the Ad- |]! increase, rising from 58.9 per 1,000 Ay e From WASHINGTON, DAILY 
ministration in Washington have been live births in 1933 to 59.9 in 1934. Z *Florida Special ;Aistocras of Winrer 
fretting and struggling with plans to out. Recreation Car—Orchestra, Hostess. 
construct a new farm program. GENERAL HEALTH BETTER 234 hrs.—Washington-Miami. (Eff. Jan. 2) 
5 ye i he state of America’s sane 

Farm leaders from every section of In general, t 7 sta ! Re ange: Gulf Coast Limited 1o Centsi, sourh, 
the country have come to Washington |}; health remained good during | and West Coast of Florida. One-night-out. 
to offer their advice. Members of Con- ||| year ended June 30, 1935, according *The Miamian T° Miami and Ease 
gress, moved by appeals of their con- | to Surgeon General Cumming. Coast. One-night-out 
stituents and stimulated by thoughts Deaths resulting from typhoid fever *Havana Special 7+!!Florids, Hevane, 


of elections in the Fall, are bending and diptheria were fewer. In the Palmetto Limited To Mid-South 


(GOVERNMENTAL costs of all 
kinds were four times as high 
| last year as in 1913. Then such 
expenditures required 8 per cent 
of the national income; last year 
they equaled 30 per cent. 
x er 
*¢ RR UDGET” originally was the 
term for the black leather 
bag in which the British chancel- 
lor of the Exchequer carried his 
statement of accounts to Parlia- 
ment. Gradually the word came 
to designate the bag’s contents; 
hence its modern usage. 
x * 
*ONGRESS has a “right” and a 
a “left” although not in the 
European sense. In both Houses 
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Republicans sit to the right of 1. Ploughing Under Cotton—Initial AAA Steps 


the middle aisle while Democrats 
sit to the left. Only the Senators 


their energies toward devising substi- 
tute programs. President Roosevelt 


last 34 years, the death rate for ty- 
phoid fever has dropped from 35.9 
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and production was continuing at a 

high level, while demand, both for- 

eign and domestic, was falling off. of a distinguished clientele 
Federal officials therefore decided to cite! Single rooms from $4 

curtail the supply, and put through for immigration vines at American 

consulates in foreign countries. 


MADISON 

P AVENUE 

Farmers were asked to reduce their More than 1,000 vessels were fumi- AT 43RD 
STREET 


the Agricultural Adjustment program. 
acreage and supplies, in exchange for gated at United States ports be- om H E R R ! 

which they were to be paid benefits cause of the presence of disease on E S one 
or bounties to be obtained by a tax board or for destruction of rats to ESTABLISHED 1790 DAVID B. 
on processors of farm commodities. prevent the introduction of plague. McKESSON & ROBBINS INC. MULLIGAN 
When the program was started, cot- Of 4,081 arriving airplanes, carry- 111 Eighth Ave., New York 

ton, one of the “basic crops”, was al- ing 34,135 persons, 2,636 planes with Send stamp for instructive brochure 
ready planted. The Government 30,249 persons were inspected at air- “FROM GRAPE TO GLASS” 
therefore promised benefits to those ports of entry. The other planes 
who would plow under a portion of . - — 
their crops (Photo No. 1). Growers of | 
other crops were asked to sign con- 
tracts in advance of planting. 

In respect to each farm commodity, 
cotton, or wheat, or corn-hogs, etc., a 
referendum (Photo No. 2) was held 
among the producers, after which 
contracts were submitted to the 
farmers. 

A large administrative force was 
set up by the Government in Wash- 
ington and in the field. Check writ- 
ing machines, operated by clerks, 
turned out Treasury checks (Photo 
No. 3) to the tune of $1,126,000,000 in 
two and a half years. These checks 
went out to farmers throughout the 
country (Photo No. 4). 

During the same time, Treasury 
officials collected from millers, packers 
and other processors some $941,000,000 
in processing taxes. 


TAX OBJECTIONS 
\ tags A large number of processors ob- 
eee: % “ee — jected to the tax and brought their 
4. Farmers Receiving Federal Benefit Payments cases to the courts, contending that 
—_—_———0O—— the Federal Government had no right 
to collect a tax which was to be used 
for the benefit of a special class of 
the American people. 

One suit, brought by a group of at- 
torneys (Photo No. 5) on behalf of the 
receivers for a textile mill reached 
the Supreme Court. And the court 
held that the AAA processing taxes 
and benefit payments were part and 
parcel of a Federal scheme for regu- 
lating agricultural production which 
invades the reserved rights of the 
States, and the taxes were therefore 
invalid. 

The decision paralyzed the AAA as 
completely as the NRA decision struck 
down the Blue Eagle. 

The decision not only swept down 
the Administration’s machinery for 
controlling crop production, but shook 
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erans. The total of payments by stood prior to the Supreme Court de- |}| 1934 rate of 56.2 per 100,000 popula- Before lunch and dinner the de- on 190 Oe We ne 
this country to veterans is greater | cision, was one of the products of tion, was the lowest ever recorded | mand for an extra dry sherry is : Tel. National 7835 
than the combined outlay for this | emergency legislation in 1933. by the Public Health Service. filled by Sandeman Sherry pro- 
purpose made by all the other | In previous years, the plight of ||| Although yellow fever, the so- duced and bottled in Spain. 
participants in the war. agriculture was aiso of great concern jj| called “Yellow Jack,” was reported ie tin Rath er in ns 
xx t ’ | to the Government, and various meas- |]| in countries of South America, not your favorite retail store 
‘YONGRESS can decrease or in- ures, such as price stabilization by a single case, according to the Pub- 
crease the number of Supreme | means of Government purchases, were lic Health Service, appeared in the STANDARD RAILROAD 
Court justices. The present court attempted. Other measures, such as United States. And although 1,000 OF THE SOUTH 
of nine members is.in accordance the McNary-Haugen farm debenture cases of cholera were reported in 
with an act passed in 1869. | plan, which was twice vetoed by Presi- the Philippines, the disease made no 
xe * dent Coolidge, were proposed. But the appearance in this country. 
“EXAS longhorn cattle have | status of agriculture grew worse aS |!) GiyarDING OUR PORTS Pe FOR COMFORT, 
been graduated to the “big | 3 . — the years advanced. '-_ et 08 te beitien @uck te . ee 
game” class. A herd of longhorns | 2. Farmer Voting in a “Triple A” Referendum When the New Deal entered office, i guarding against the importation of 
has been placed by the Biological | . g si Pp agriculture was at a crisis. Surpluses d aoien Public Health B 
| bs of farm commodities were stored up ees tag pneggendndrnee - 
| medical officers examined 130,777 e NEW YORK 


Survey in the Wichita, Sy <a! 
big game preserve. od we 
xk 


HE United States is the oldest 
republic which has had a pres- 
ident as its chief executive officer 
since its founding. 


alien passengers and 696,562 alien 
seamen at various ports of the 
United States, and 35,978 applicants 


Equipped to meet every need 





* 


‘ROM three to six official re- 
ceptions for foreign dignitar- 
ies visiting this country are ar- 
ranged each month by the cere- 
monial officer of the State De- 
partment. 


President 

















x * 


ALARY of the highest paid bus- | 
iness woman in the United | 
States last year, a statement filed 
with the Securities and Exchange 
Commission shows, was $44,266. | 
This sum was paid to a woman 
employed as an executive of a 
New York City Department store. 
xk * 
JF STATES wish to issue an au- 
tomobile license plate with a 
durable coating of color their 
chance of success is increased if 
they avoid white in their designs. 
Tests made at the National Bu- 
reau of Standards have shown that 
white is much less durable than 
other colors. Yellow and black 
was found to be one of the best 
color combinations. | 
xe 
()LDEST detective-police force 
of the Government, antedating 
the better known “G Men” of the 
Justice Department by nearly a 
century, is the post office inspec- 
tion unit. Its force of half a thou- 
sand has a record of 98 per cent 
convictions of all criminals 
brought to trial. | 
x kt 
IME announcements over the 
telephone, obtainable merely 
by dialing an exchange number, 
may soon be in vogue in Germany. 
The Commerce Department has 
received a report from its Berlin 
office that an automatic telephone 
time announcer has been devised 
and may soon be placed in use. 
xk * 
































Wes PASSING OF 
US INL INES 


Twenty YEARS AGO, the wise car driver carried a nail 


file to clean the platinum points jn the distributor. 


[NVENTIONS are on the in- 
crease. More than one million 
patents were granted in the last 24 
years or a greater number than 
during the entire previous history 
of the United States. 
x ke 
‘TAXPAYERS are still paying 
for the Civil Works Program 


| 

| Today, the nail file is banished from the automobile tool kit. Tungsten points, developed 
which came to an end in the Spring | 

| 


in the General Electric Research Laboratory, in Schenectady, N. Y., have replaced soft 
other legislative pillars of the New 


° ’ 
5. Hoosac Mills’ Lawyers Go to the Supreme Court eal to ie Geeediiiee and expensive platinum. There is little need to file tungsten points. Hidden away, requiring 


—-— --— — 0-————- 
Immediately after the decision was no attention, they break electric circuits half a million times an hour and save car owners 


3 announced, the President’s farm and 
legal advisers (Photo No. 6) from the 
executive, departments and from Con- 
gress gathered at the White House to 
discuss the situation. 

Agriculture officials called farm 
leaders from all parts of the country 
together in Washington for a confer- 
ence and the leaders of Congress 
hastened to carry forward any schemes 
that might be adopted. 


What final plan will emerge from : : 
Ghose moctinns ef minds remains te every dollar it has earned for General Electric. eis 


ee GENERAL @ ELECTRIC 





of 1934. Since July 1 of last year millions of dollars a year. 


hundreds of thousands of dollars 

have been spent for winding up 

reports and paying compensations. 
xk * 


Is this all G-E research has done for 24 million car owners? No! It has given new 
welding methods—and a stronger and safer car at lower cost; Glyptal finishes—and the 


E,VERYTHING from life insur- expense of repainting your car is postponed for years; headlights and highway lighting 
ance policies to radio broad- 
casting will be surveyed by the 
Census Bureau in its Census of 
Business for 1935. Recently 
started the result is expected to 
reveal a complete picture of Amer- 
ican business during last year. 
xk 
"THE folks back home have re- 
ceived more than a quarter of 
a billion dollars out of the CCC 
boys’ allowances since the start of 
the forest program. Out of the ae 
$3 i th CCC tl nth ; ; ; 
yr oe Epa 9 se bp his 6. Presidential Advisers Confer on White House Steps 
family. Photos by Under d & Underwood, Wide World and Agri Dept. } i 


—night driving becomes safer for motorist and pedestrian. 





Every product that carries the G-E name has built into it the results of G-E research. 
Other industries—and the public that buys the goods ef those industries—have benefited 
by this research, that has saved the American people from ten to one hundred dollars for 


measure to achieve virtually the same 
ends can be found. It may be that 
the Administration will find it neces- 
sary to go before the country with an 
appeal for an amendment to the Con- 
stitution. 





ALLAN SHERMAN, 
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SOCIAL SECURITY RECEIPTS: 


THEIR PART IN THE BUDGET 


Tax Collections From This Source to Net Government 
Huge Sum: Little Data on Method of Estimating 


S far as the Sociai Security Act 
is concerned 

tion has issued a 
ceals as much as it 

And until the Administration de- 
cides to tell how it arrived at its So- 
cial Security revenue estimates for 
the 1937 budget—the paradoxical 
mystery budget remains. 

Spokesmen for the Administra- 
tion decline to divulge any informa- 
tion as to how they estimated their 
Social Security receipts and expen- 
ditures for the fiscal year 1937. Yet 
these enormous sums were issued as 
part of the budget and bulked large 
in the attempts to strike a balance. 

President Roosevelt in his budget 
message stated that tax collections 
from the Social Security Act prob- 
ably will net the Government $433,- 
000,000 when it closes books at 
the end of the 1937 fiscal year. 


SOURCE OF RECEIPTS 

The $433,000,000 in receipts will 
come from two sources. One, the 
old-age benefit tax; two, the unem- 
ployment compensation insurance 
tax 

President Roosevelt estimated that 
taxes to be levied on employers and 
employes for the old-age benefit re- 
serve would yield $305,000,000 in the 
fiscal year 1937. This is the tax 
which begins Jan. 1, 1937. It repre- 
sents a levy of 2 per cent on taxable 
pay rolls. One per cent will come 
from the wages (not in excess of 
$3,000 per year) of every employe 
(excluding certain occupational 
groups and persons 65 years of age 
or over.) The other 1 per cent will 


- Administra- 
con- 


budget that 


reveals 


its 














There’s a Life Insurance 
answer to every financial 


problem. Have you found 
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the answer to yours? 
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be levied on the total amount of 
wages paid by the employer sub- 
ject to the previously mentioned 
salary limit, occupational and age 


exclusions 

The revenue to be derived from 
the taxes for old-age benefits can 
be based on some actuarial system 


But such is not the case with the 
taxes for the unemployment com- 
pensation fund. 
DETAILS LACKING 

The President estimated that 
revenue from this tax would be 
$128,000,000. It is not known how 
such an estimate was arrived at. 


Any such estimate would of neces- 
sity have to take into account the 
number of States having unemploy- 
ment compensation insurance sys- 
tems. For this reason: If a State 
has no unemployment insurance 
system the Federal tax of 1] per 
cent on pay rolls would still be col- 
lected but instead of going into the 
special Unemployment Trust Fund 
it would be collected by the Bureau 
of Internal Revenue and paid di- 
rectly into the general internal- 
revenue collections. If the State 
has an acceptable unemployment in- 
surance system only one-tenth of 
the 1 per cent tax would go directly 
into Treasury coffers. The other 
nine-tenths would be set aside in 
the Unemployment Trust Fund to 
be used as a rebate for employer 
credits. 

Mr. Roosevelt did say in his bud- 
get that “since it is unlikely that 
all States will have adopted ap- 
proved compensation systems during 
the calendar year 1936, the estimate 
of revenue in the fiscal year 1937 is 
larger than it would be with com- 
plete State coverage.” 

However, the budget did not reveal 
how much the Administration esti- 
mated would go into regular inter- 
nal-revenue collections from States 
without approved systems. 


FEW STATES APPROVED 

To date there are nine States 
and the District of Columbia that 
have passed unemployment compen- 
sation insurance laws. Not all, how- 
ever, have as yet been found ac- 
ceptable by the Social Security 
Board. 

As much mystery shrouds the esti- 
mate for Social Security expendi- 
tures as covers the reyenue esti- 
mates, Estimated expenditures for 
the Social Security Act are buried 








An Advertising Agency President writes— 





"We'd just as soon go back to 'Town Crier 
Days‘ as do without Ediphone Voice Writing. 
It has increased our business capacity 

at least 30%!" 


(From Edison Records of the World's Business) 
The President of an advertising agency 
writes —“Ediphones stand beside the 
desks of our account executives, giving 
each man complete dictation freedom. 
By this | mean that no one ever has 
to wait for secretarial service. At any 
hour — letters, telephone call confir- 
mations, memos, plans, conference 
reports, etc., can be dictated. (Yes, 
advertising executives do a lot of work 
after 5 o'clock!) 

“Our Copy-writers and Radio-writers 
voicewrite a lot of the advertising that 
you see and hear. 
Furthermore, when- 
ever ideas ‘flash, they 
are voicewritten 
mediately. Ideas are 
worth money in our 
business and, thanks 


im- 


(Pon 
Ediphone 








to the ease of dictating to the Ediphone, 


none are lost. 





“The Merchandising, Research, | 


Media, Forwarding, Checking, Mechan- 


ical and Billing Departments use | 


Ediphones, too. All work flows ...with- 
out duplication of effort. 

“The total average increase in our 
business capacity amounts to at least 
30% —thanks to the Ediphone!“ 

Your business is different . . . of 
course. But the Pro-technic Ediphone 
positively will increase your firm's 
business capacity 20% to 50%. Get 
the proof! Telephone 


City; or write to— 


Edivon. 


MCORPORATID 


NCO: 
ORANGE, N.J. U.S.A. 


THE "5-POINT” DICTATING MACHINE 


DUST-PROOF 


TAILORED IN STEEL - 


DIGNIFIED 
BALANCED 


DESIGN SANITARY 
VOICE WRITING 
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New Security Issues 


The United States News 


Lists High Salaries 





‘ORPORATION salaries of more 

“than $15,000 a year are no longer 
any secret. 

Almost three years ago, when 
Congress passed the Revenue Act of 
1934, it was provided that all cor- 
porations of a profit making nature 
include in their income tax returns 
a list of the names of all persons to 
whom they had paid a total in ex- 
cess of $15,000 for personal services. 

The Secretary of the Treasury 
was required by the Act to submit 
an annual report of these salaries 
to Congress. The first such annual 
report was submitted last week to 
the House Committee on Ways and 
Means. Without taking a record 
vote, this Committee decided that it 
was the will of Congress that this 
be made public. 
is a 514-page bound 
ledger which contains about 29 
names and salaries on each page. 
The total number of names is esti- 
mated at about 16,000. Reported 
salaries are those received in 1934. 

Not included in the report are in- 
comes from other sources than sal- | 
aries from the reporting corpora- | 
tion. Salaries paid by Federal, 
State and local governments as well 
as corporations of a non-profit mak- 
ing character are not included. 


report 
The report 


in a “supplemental item” of $600,- | 
000,000. Treasury officials and Social 
Security Board heads do not ex- 
plain how this figure was reached. 
All that is known is that of the esti- 
mated appropriation of $600,000,000 
—the Social Security Act is to re- 
ceive $479,689,940, the Railroad Re- 
tire ment Act, $47,645,000 and the 
Bituminous Coal Conservation Act, 
$1,155,000. 


NEW APPROPRIATIONS 

Estimated expenditures resulting 
from the Social Security Act are 
revealed in the increased appropria- 
tions asked for the Children’s Bu- 
reau and the Public Health Service. 

The budget for the Children’s Bu- 
reau was increased by $8,470,000 to 
cover new items authorized by the 
Security Act. Administrative ex- 
penses for performing these new 
duties are estimated at $320,000; 
grants to States for maternal and 
child-health services, $3,800,000; 
grants to States for services for 
crippled children, $2,850,000; and 
$1,500,000 for grants to States for 
child-welfare services. 

An increase of $9,586,748 has been 
asked for the Public Health Service. 
Of this $8,000,000 is to be used for 
grants to States for health services 
and $1,500,000 for the investigation 
of diseases by the Health Service. 


TRUST FUND PROBLEM 

One of the most important finan- 
cial problems in the history of Gov- 
ernment has been raised by the 
manner in which the Treasury is 
called upon to invest the gigantic 
sums collected under the Social Se- 
curity Act. 

Estimates of the amount of 
moneys to be placed in the old age 
reserve account and the unemploy- 
ment trust fund run into the bil- 
lions. And the only way in which 
the Secretary of the Treasury is au- 
thorized to invest these billions is in 
the Government’s own securities or 
in obligations guaranteed as to both 
principal and 3 per cent interest by 
the United States. 

This strict control of investment 
channels is but one of the many 
problems inherent in the act. 
Conceivably it may result in a stop- 
page of the heavy flow of Govern- 
ment bonds to banks. However, the 
picture of the Government cashing 
in on its mammoth investments to 
secure the enormous sums eventu- 
ally to be turned out to the aged 
and the unemployed is filled with 
complicating factors. 





Registered With SEC 


HE Securities and Exchange Com- 

mission anounced the filing for 

registration during the past week of 
the follcwing new security issues: 


DOMINION OF CANADA.—$48,000,000 
of 25 year 3%% bonds, dated Jan. 
15, 1936, and due Jan. 15, 1961. Re- 
deemable in whole or in part after 30 
days’ notice on any interest date on 
or after Jan. 15, 1956. Principal un- 
derwriters are First Boston Corp., Edw. 
B. Smith & Co., and Brown, Harri- 
man & Co., Inc., all of New York 
City. 

REPUBLIC STEEL CORPORATION, 
Cleveland, Ohio.—$45,000,000 of gen- 


Congress’ Blue-book UTILITIES: LAYING BASIS FOR A NEW LAW 
TO REGULATE NATURAL GAS INDUSTRY 


+ 
Trade Commission Tells Senate of ‘Evils’ in the Business 


And Gives Recipes for Their Cure 


(7HEN the Federal Trade Commis- 


sion sent the last of its reports 
on the electric power industry 
the Senate just a year ago, it had 


laid the foundation for the Publi 
Utility Act of 1935. 
Last week it placed before the 


Senate a comparable report on the 
natural gas industry, with recom 
mendations for legislative action. 

Significant are the similaritic 
and also the differences between thé 
two reports. 

First a word on the nature of the 
gas industry. 

About ten years ago a technical 
invention made possible an expan 
sion of natural gas use greater than 
the growth throughout the entire 
previous century. 

That invention was a process of 
welding pipes so that they were 
proof against leakage. The inven- 
tion at once made possible long-dis- 
tance transmission of gas from the 
five chief producing regions, so that 
it is now available to 7,000,000 con 
sumers in 34 States. Pipe line mile- 
age is in excess of 50,000. 


INTERSTATE DEVELOPMENT 

The same development brought 
the gas business into interstate 
commerce on a large scale. Nearly 
40 per cent of all gas transported 
crosses State lines, says the Com- 
mission report. 

Hence the rise of holding com- 
pany systems to simplify the prob- 
lems of regulation in many different 
States and for other purposes. 

Hence, also, the concern of Uncle 
Sam, who keeps his eye on suppres- 
sion of competition and on regulat- 
ing that which individual States 
may not regulate. Conservation of 
reserves also is a consideration of 
importance —one which did not 
arise in connection with the power 
industry. 

To come now to the recommenda- 
tions in the report. 

These were based cn a group of 
16 “evils” which the Commission 
found existing in the industry. 

First was placed the waste of gas, 
declared to exceed a billion cubic 
feet a day in one section. - One 
group of alleged abuses was com- 
prised under the head of excessive 
costs. Some of these were declared 
to flow from extravagant competi- 
tion in drilling wells and in build- 
ing pipe lines. Others were at- 
tributed to excessive bonuses and 
commissions charged by investment 
bankers and by officials in some 


| companies for selling and construct- 


ing properties. Still others were seen 
in exceSsive service charges, costly 
struggles to conquer or defend ter- 





ritory and “reckless financing and 


stock manipulation.” 


REGULATION EVADED 

As the industry affects consumers, 

was found to evade regulation 
through the device of holding com- 
panies not amenable to the author- 
ity of State commissions. 

An example will make this point 
clear. 

An operating company in State 
A has its rate set by the State Com- 
mission. But it buys its gas from 
a sister company in the same hold- 





January 13, 1936 | 





Producers with- 


in building them 
out their own pipe lines and mar- 
kets were therefore declared to be 


at the mercy of the few large com- 


panies in possession of the lines. 


RECOMMENDATIONS MADE 
Regulation recommended came 

under seven heads. In general, said 

the Commission, this should, while 


ing company group, and since this 


gas comes from without the State, 
the State Commission has no power 


over the wholesale cost of the gas 
sine effective. i - 
and a very limited control over its | Pens effective, saan no oo re 
retail price. striction on the industry. oreover, 
t the realm of 


should not invade 

management 
To put an end to waste, interstate 

compacts were recommended. Quotas 

would be established and the Fed- 

eral power invoked to prevent in- 

terstate movement of gas. exceeding 

the quotas set by the States on the 

basis of Federally ascertained needs. | 
A Federal body, the Commission 

urged, should be empowered to regue- 


Another “evil” complained of was 
the writing up of assets on which 
operating companies are permitted 
to earn a specified return. Such 
inflation of assets was found to be 
13 per cent of the aggregate cost of 
such assets among operating com- 
panies and 12 per cent in the case 
of holding companies. 

Monopoly was found to exist on 
account of the limited number of 


pipe lines and the large cost involved [Continued on Page 21.] 





International sizes range 
from Light-Delivery to 
powerful Dump and 
Tractor Trucks 
with 


starting 
2-ton 6-cylinder 


chassis at 


$400 


f © b factory 








Many claims are made, by many makers, 
as to mechanical features in trucks, but 
how much do these claims help you in get- 
ting at fundamental truck values? 
International Truck performance is the 
best evidence you can get of sound truck 
investment. It is obvious that the results 
of International engineering experience 
gained in 30 years of truck building would 
be embodied in the perfected Internationals 
of today. Moreover—it is plain good sense 
for a truck buyer to ally himself with the 
kind of service International is famous for. 
Call any International branch or dealer. 


INTERNATIONAL HARVESTER COMPANY 


(/ncorporated) 
606 So. Michigan Ave. 








Chicago, Il, 


Showing 4 to 5-ton 
International Tractor- 
Truck with semi-trailer 
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eral mortgage bonds due Feb. 1, 1961, 
interest rate to be furnished by 
amendment. Redeemable in whole or 
in part at Company’s option on any 
interest date after Jan. 31, 1941. 
Principle underwriters are expected to 
be Kuhn, Loeb & Co. and Filed, Glore 
& Co., both of New York City. 

SKELLY OIL CO., Tulsa, Okla.—$9,- 
000,000 of 4% debentures dated Jan. 
1, 1936, due Jan. 1, 1951, and $3,000,000 
serial notes, bearing interest at 1%% 
to 3%, dated Jan. 1, 1936, due Jan. 1, 
1937, to Jan. 1, 1951. Further in- 
formation to be furnished by amend- 
ment. 

REPUBLIC INVESTORS FUND, INC., 
Jersey City, N. J—1,500,000 shares of 
25 per cent par value common stock 
to be offered at market value. As of 
Dec. 21, 1935, the offering price was 
$3.45 a share or $5,175,000 for the 
1,500,000 shares. Also 224,000 shares 
of $10 par value 6% preferred stock 
and warrants for the purchase of 448,- 
000 shares of 24 cent par value com- 
mon stock to be offered in units of 1 
share of preferred stock and a war- 
rant for 2 shares of common stock at 
$10.50 a unit. W. R. Bull & Co., Inc. 
of New York City is the principal 





underwriter. 











Square Bottle 
and all...just } 
\. asofold £ 


Leading expositions in the United States, Europe and 
Australia have honored Mount Vernon as one of the 


International Awards 


world's premier whiskies 


Mount VERNON of old is back —square bottle, age and 
all—just as before prohibition. Maryland straight rye whis- 
key, it is—bottled in bond under U.S. Government super- 
vision—requirements of which, as to full 100 proof 
storage in barrels, and freedom from addition of 





Exclusive Distributor 


THE A. M. S. DIVISION, NA 





younger spirits, are more rigid than those of any other courr 
try in the world. Every drop stowed away for at least 4% 
years in wood, to sweeten and mellow. Try Mount Vernon 
now at good bars; get it also at better liquor stores. 
Call for the square whiskey in the square bottle. 


A Good Guide to Good Whiskey 








TIONAL DISTILLERS PRODUCTS CORPORATION, BALTIMORE, MD. 


GLOBE DISTRIBUTING CO. 






Washington, 2. 
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{RANKLIN D. ROOSEVELT, who 
likes to set precedents, presented 
Congress on Jan. 6 with a budget 
that broke at least two precedents. 
Contrary to custom, the 1937 bud- 
get did not include estimates of all 
expenditures that the President con- 


Estimates of Regular Outlays Reduced, 
But Bonus, Relief and Loss of AAA 
Taxes May Upset Calculations 


siders necessary for the coming 

year. Estimates for work relief are | a; printed and read to Congress are , covery and relief. Projects in- 
a i ls ‘ ; 

to be submitted at a later date. | the inclusion of the Civilian Conser- | cluded in this group are largely 


(Text of budget message is printed 
om pages 14 and 15). 

The Supreme Court took a hand 
in breaking the other budget prece- 
dent when it invalidated AAA 
processing taxes and benefit pay- | 
ments at the very same hour that 
Congress was listening to the Presi- 
dent’s message making these items 
a@ permanent part of the Federal | 
budget. 

As presented, the budget esti- 
mates that Federal expenditures for 
the year starting next July will 
amount to $6,753,000,000 without any 
additional appropriation for work 


vation Corps and Agricultural Ad- 
justment Administration expenses 
in the group of what are known as 
permanent, every-day expenditures 
for running the Government. Fig- | 


those started under old public works 
programs, which will not be com- 
pleted before June 30 of this year. 

They amvunt to another $888,- 
000,000 and bring the total for pub- 
lic works to $1,293,000,000. This is 
considerably under the figure for 
the present year, largely because no 
estimates are included for the con- 
tinuation of the Works Progress 
Administration. 


RFC EXPECTS NET INCOME 

Although the Reconstruction Fi- 
nance Corporation is shown on the 
expenditure side of-the budget, it 
ic ectimated that for both 1936 and 


ures for the CCC are on-a nine- 
month basis, as the present life of 
this organization expires on March 
31, 1937. It is expected to be con- 
tinued permanently, however. 
Expenditures for national defense 
next year are now estimated at 
$938,000,000, or about twice what 
they were in 1934. The cost of the 
Veterans’ Administration also re- 
cords a substantial gain, reaching 
the highest figure on 





relief. If expenses should be held | $790,000,000, A ngeingees ~ ' ; 
down to this figure they will be the | record. The cost of these items has | 1937 it will be a revenue-pr oducing 
lowest for any year since President | risen for each year of the present | 2#ency. For the full fiscal year 

a ending next June, repayments of 


Administration. 

| Thus, without including cash pay- 
} ment of the bonus, the budget 
| 


Roosevelt tcok office. | 
RELIEF AND THE BONUS 


Should work-relief costs, however, 
amount to as much as $1,000,000,000, 
then Federal expenditures next 
year again will top the peace-time 
record for Federal spending that 
has soared each fiscal year since 
th New Deal has been in power. 

In addition to work relief, there 
is the matter of the soldiers’ bonus, 
which already has passed the House. 
This may well add another $2,000,- 
000,000 to total expenditures by 
June 30, 1937. 

If these estimates for the bonus 
and work-relief should prove sub- 
stantially correct, the two-year 
trend to lower deficits will be re- 
versed in fiscal year 1937. For then 
the deficit would be the largest since 
the year the Armistice was signed. 
It would mount to approximately 
$4,099,000,000, or about $468,000 for 
each hour of the year. 

Deficits for four New Deal years 
are presented in the tabulation ap- 
pearing on this page. These figures 
show that the deficits for 1936 and 
1935 are lower than those for the 
preceding year, while that for 1937 | 
is the highest of them all. | 

Also shown in the tables are the | 
expenditures and revenues for the | 
four-year period. In each case 
these items record an increase each 

* year over that of the year before. | 

Major changes in the 1937 budget 


RFC loans are expected to exceed 
new loans made by $215,000,000. 

Latest Treasury figures show that 
this excess of credits up to Jan. 7 
has amounted to only $11,000,000. It 
is thus anticipated that repayments 
will be increasingly heavy in the 
next few months. For 1937 the ex- 
| cess of repayments is calculated to 
bring $125,000,000 into the Treas- 
ury coffers. 

The last expenditure listed in the 
budget is a new one that bears the 
title “Supplemental Items.” It 
amounts to $600,000,000. Although 
no breakdown of this amount ap- 
pears in the 997-page budget, it is 
known to include the expenses in- 
curred as the result of the Social 
Security Act, Bituminous Coal Con- 
| servation Act and the Railroad Em- 
| ployees’ Retirement Act, all passed 
during the 1935 session of Congress. 


RISE OF REVENUES 

On the income side of the 1937 
budget most figures continue to show 
the upward trend that they have 
maintained under the New Deal. 
Largest single revenue item is that 
of income taxes. They are expected 
to bring into tne Treasury a total 
of $1,943,000,000 during the fiscal 
year 1937. This is more than twice 
the sum collected during the first 
fiscal year of the Roosevelt Admin- 
istration. 

The new and higher rates con- 
tained in the Revenue Act of 1935 
will affect the taxes collected dur- 
Ing the setond half of fiscal 1937. 
While these new rates are respon- 
sible for some of the rise in esti- 
mates, President Roosevelt attrib- 
utes the larger part of the rise to 
better business conditions. 

One new item appears on the rev- 
enue side—social security taxes. 
For fiscal 1937 they are expected 
to yield a total of $433,000,000. This 
represents the amount that will be 
taken in during the first six months 
of 1937 and includes both the taxes 
for old age benefits and unemploy- 
ment. The latter tax is treated as 


| shows that the cost to the American 

. taxpayers for maintaining the Army, 
Navy and veterans’ pensions and | 
benefits has advanced from a total 
of $1,036,000,000 in the fiscal year | 
1934 to an estimated peace-time 
record of $1,728,000,000 for the year 
ending June 30, 1937. This is more 
than all Federal expenditures ever 
were for any year before 1917. 


DEPARTMENTAL EXPENSES 

Four of the regular departments 
of the Governmeat by 1937 will have 
spent more in each succeeding year 
under the New Deal than in the 
year before. These are the Depart- 
ments of Agriculture, Interior, La- 
bor and War (non-military). 

Most expensive of these regular 
departments is the Department of 
Agriculture. Excluding the AAA, 
which is a separate organization, 
the cost of running the Agriculture 
Department has advanced from 
$58,000,000 in fiscal year 1934 to an 
estimated total of $167,000,000 for 
the fiscal year to come. 

In the three-year span, expenses 
of the Department of the Interior 
will have more than doubled, rising 
from $49,000,000 to $111,000,000. 

Costs of running the Labor De- 
partment will also have been in- 
creased by out, the same ratio. 
In 1934 they /were $11,000,000, 
whereas in 1987 it is now estimated 
 DEVIDEND NOTICE —-~—s— | they. -wilk weqeh-the—record-high of 

ras $24,000,000. 

A large part of the gain in the 
spending by the War Department 
for non-military purposes has been 
for river and harbor improvement. 
Originally a large part of this work 
was financed from emergency funds 


* a ge but now it is included in the regu- 


DIVIDEND NO. 120 
The Board of Directors has de- 
clared a dividend of ten cents 
(10c) per share on the outstand- 
ing Common Non-Par Value 
Shares of the Company, payable 
on the 11th day of February, 1936 
to the holders of the Common 
Non-Par Value Shares of record at 
the close of business January 15, 
1936, The books will not be closed, 

MERLIN A. CUDLIP. Secretary 
Detroit, Michigan, January 3, 1936 

















lar departmental expenses. 


PUBLIC WORKS FUND 

For a general public works pro- 
gram the President recommends an 
appropriation of $405,000,000. This 
sum is to be divided among the 
regular departments for work car- 
ried on under their jurisdiction. It 
represents an increase of $187,000,- 
000 over that for the present fiscal 
year. 

Additional public works are pro- 
vided for under the heading of re- 


Utilities: Regulation 
For the Gas Industry? 











[Continued From Page 20.] 
late wholesale rates on gas crossing 
State lines. 

Other recommendations were: 

Pipe lines should be made common 
carriers. 

Gas and electrical utilities should 
be divorced. 

Holding company practices that 
tend to raise the cost of gas to con- 
sumers or cause loss to investors 
should be curbed by Federal statute 
or by taxation. 























STATEMENT 


~ FIRST NATIONAL BANK | 


IN ST. LOUIS 
At the Close of Business, December 31, 1935 


CONDENSED 





Most of the recommendations 
° if | parallel those advanced for the 
power industry. 
| 
RESOURCES | DIFFERENCE NOTED 


United States Government Securities 
Other Securities Guaranteed by 
U. S. Government 13,576,470.24 
Cash and Due from Other Banks 83,979,537.06 
Total Cash and Government Securities 
Loans and Discounts 
Other Bonds and Stocks 


$71,532,442.35 Those for the gas industry, how- 
ever, differ in these respects from 
the earlier ones. 

First, a larger role is assigned to 


$169,088,449.65 : ; ; 
State regulation and legislative ac- 


52,385,640.69 











a general revenue except in cases 
where approved State laws are in 
effect. 

As presented to the Congress, the 
President’s budget includes both 
the revenues and the expenses of the 
AAA. These have now been stricken 
out by the Supreme Court in its 
decision of Jan. 6. 
1936 and 1937 are affected. 

UPSET ON AAA ITEMS 


The United States News 


- > 


Figures for both | 


For the fiscal year ending June 


30, 1936, President Roosevelt 
mated that the processing taxes 
would yield $529,000,000. Up until 
the time the Court stopped further 
collections, the amount received by 
the Treasury totaled only $67,000,- 
000. Thus, if no pald taxes are re- 
funded, revenues for the year will 
be reduced $462,000,000 below orig- 
inal estimates. 

On the expenditure side, the cost 
of AAA, including benefit payments, 
was expected to amount to $621,- 
000,000. One day after the decision 
the Treasury statement recorded the 
cost of AAA so far this fiscal year 
at $385,000,000. So if not another 
cent was spent for AAA purposes, 
the Administration would stand to 
reduce its expenditures by $236,- 
000,000. 

Offsetting this against the de- 
creased revenue, the AAA would be 
carried on the books at a net ex- 


esti- | 


21 
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+ THE FEDERAL BUDGET: WILL DEFICIT RISE OR FALL? 


+ 








Comparison of Deficits 


ELOW are given the essential figures for the four fiscal years 
of the Roosevelt Administration as now estimated. These figures 

are the ones used in the President’s Budget message with the excep- 
tion that those for 1937 contain an additional $1,000,000,000 esti- 
mated as the cost of work relief and $2,000,000,000 for payment of 


the soldiers’ bonus. 





Expenditures Revenues Gross Deficits 

Oe i veaes ....-$ 7,105,000,000 $ 3,116,000,000 $ 3,989,000,000 
i MOTE ~— 7,376,000,000 3,800,000,000 3,576,000,000 
1936 erece 7,645,000,000 4,411,000,000 3,234,000,000 
GOT sasuneveess 9,753,000,000 5,654,000,000 4,099,000,000 
Totals .......$31,879,000,000* $16,981,000,000 $14,898,000,000* 


$2,066,000,000. 


* This figure includes public debt retirements required by law amounting to 














pense above estimates of $226,000,- 
000. However, President Roosevelt 
and many Members of Congress have 
signified their intention to appro- 
priate additional sums to pay farm- 
ers who have lived up to their con- 
tracts up to the day of the Supreme 
Court decision. Such an appropria- 
tion would bring the total net cost 
of the AAA for the year to about 
$500,000,000. It will also increase the 
estimated deficlt py that amount. 
BUDGET TROUBLE FROM BONUS 
As for fiscal 1937, the Court de- 
cision removes from the budget es- 
timated processing tax collections of 
$547,000,000 and AAA expenses of 





$619,000,000. This means that the 
deficit for that year will be in- 
creased by $72,000,000 which more 
than wipes out the estimated sur- 
plus of $5,000,000 that President 
Roosevelt had calculated on his reg- 
ular budget. Any increase due to 
payments to farmers in addition to 
new taxes collected would result in 
a further increase to the deficit. 


But death to the AAA is not the 
only thing that happened last week 
that is likely to upset the official 
budget figures. On Jan. 10, the 
House of Representatives passed the 
Vinson-Patman-McCormack bill to 
pay veterans their Adjusted Service 


—!_ 


Certificates in cash at once. Popue 
larly known as cash payment of the 
soldiers’ bonus, this bill, if it should 
become law, would place a further 
burden of about $2,000,000,000 on the 
Federal Treasury. 

This bill would require the Secr¢e 
tary of the Treasury to redeem in 
full every adjusted service certifie 
cate presented to him. It also prow 
vides for the cancellation of all ine 
terest charges on amounts that vete 
erans have previously borrowed on 
their certificates. Those that do not 
elect to take cash immediately would 
receive 3 per cent interest on the 
face amount of the certificates up to 
Jan, 1, 1945, the date on which the 
bonus is now due, in accordanee 
with the origina] Act of Congress, 
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WOULD YOU BUY... 
Int. Tel. & Tel. or Socony? 


The real situation for investors is none te@ 
obvious. What would you det One of these 
stocks has an “Index of Gain Power” rege 
istered at .0036, the other .0300. Some day 
one will far outstrip the ether because of 
this difference . . and for no other reasem, 
Canny investors will get eur com 

now, with the interpretation of the “index” 
for these issues and its revealing incisivee 
ness. FREE to readers of this advertigge 
ment—Write to Dept. L 186 today. 
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i 9,308,949.75 | tion. 
Stock in Federal Reserve Bank : 382,500.00 | Second, a cautio F tered 
Banking House, Improvements, Furniture and Fixtures  694.051.44 nto ae n 8 enrere 
Other Real Estate Owned 2,100.143.61 against infringing on the functions 
Cone Liability a/c Letters of Credit, of management. 
eceptances, etc. 796.098.0 | 
| Accrued Interest Receivable 679:442.87 | Lng Who caject to the punts 
Overdvaite 7513.21 Utility Act of 1935 state that it is 
Other Assets 93.556.95 objectionable largely because it did 
$235,536,346.19 not observe these two conditions. 
‘ LIABILITIES However that may be, the mass 
| canted ee $10,200,000.00 court attack against it which ap- 
4,915,953. i i 
Sesetee tee Geatiuamndes 5,953.43 peared imminent has been at least 
j - 1,625,000.00 ostponed 
| eserve for Taxes, Interest, etc. 382,380.17 “or . “ 
Unearned Discount 111,182.60 This came about last week as a 
Fe waa 54 a Letters of Credit, Acceptances, etc. 868,917.18 result of a denial of seven injunc- 
er Liabilities 2,083.85 tions asked of the District of Colum- | 


Individual Deposits 

| Savings Deposits 

| Bank Deposits 

Government Deposits 

City of St. Louis and Other Public 
Funds 


$110,275,571.66 
30,350,080.02 
72,458,352.81 
100,000.00 


bia Supreme Court against the Se- 
curities and Exchange Commission. 
The Court saw no irreparable dam- 
age to the companies if they regis- | 
tered with the SEC and awaited the | 
outcome of the Government’s case 
against the Electric Bond and Share 
Company pending in Philadelphia. 
Since other injunction applica- | 
tions against the SEC, and they 
number about 50, would probably | 
have to be transferred to the Dis- 
trict of Columbia, the dismissal of 
the seven presages a blocking of the 
“mass attack.’ of which the Attor- 
ney General had complained to the 
court. | 


4,246,824.47 
217,430,828.96 
$235,536,346.19 


Total Deposits 
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GIVE YOUR CUSTOMERS FASTER 


SERVICE. 














FANCY GROCERIES 
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GIVE YOURSELF LOWER COSTS 
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I ECONOMY ... in Reliability ... in Perform. 
ance ... Ford V-8 Trucks and Commercial Cars 
have been PROVED BY THE PAST. Cost records of 
owners offer convincing proof that Fords save 
time and money in delivery service. 
This year, Ford V-8 Trucks and Commercial 
Cars have been IMPROVED FOR THE FUTURE. Every 
part has been built to match the high quality 
of the V-8 engine. You will find them true to 


the Ford tradition of giving high quality at a 


low price, with low up-keep cost. 


Call your Ford dealer today and set a date 
for an “on-the-job” test .. . with your own 


loads, over your own routes. 


TRUCKS AND 
COMMERCIAL CARS 
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“In proportion as the structure of a govern- 

ment gives force to public opinion, it is essen- 

tial that public opinion ‘should be enlightened.” 
GEORGE WASRINGTON 
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“I wholly disopprove of what you say but will 
defend to the death your right to say it.” 
VOLTAIRE 












































Biggest Debt in all Our History 


“THE ROAD TOWARD BANKRUPTCY” 


President Roosevelt Described His Predecessor’s Deficits of Five Billion as Perilous 
Now the New Deal Will Have Added Deficits Nearly Three Times as Large— 


But 











Excerpts From Message to Congress 
by President Roosevelt, 
March 10, 1933 


To the Senate and House of Representatives: 

The Nation is deeply gratified by the im- 
mediate response given yesterday by the 
Congress to the necessity for drastic action 
to restore and improve our banking system. 
A like necessity exists with respect. to the 
finances of the Government itself. which 
requires equally courageous. frank. and 
prompt action. 

For 3 long years the Federal Government 
has been.on the road toward bankruptcy. 
car 193] 


For the fiseal y the deficit was 


$46?.000,000. 

For the fiseal year 1932 it was $2.472.- 
000.000. 

For the fiseal year 1933 it will probably 
exceed $1.200.000.000. 

For the fiseal year 1934, based on the ap- 
propriation bills passed by the last Con- 
gress and the estimated revenues. the def- 
icit will probably exceed $1,000,000,000 
unless immediate action is taken. 





Thus we shall have piled up an accumu- 
lated deficit of $5,000,000,000. 


With the utmost seriousness, I point out 
to the Congress the profound effect of this 
fact upon our national economy. It has 
contributed to the recent collapse of our 
banking structure. It has accentuated the 





Sch inmibcietbcahiiepeticd + 








stagnation of the economic life of our peo- 
ple. It has added to the ranks of the unem- 
ployed. Our Government’s house is not in 
order and for many reasons no effective ac- 
tion has been taken to restore it to order. 


Upon the unimpaired credit of the 
United States Government rest the safety 
of deposits, the security of insurance poli- 
cies, the activity of industrial ente rprises, 
the value of our agricultural products, and 
the availability of employment. The credit 
of the United States Government definitely 
affects these fundamental human values. 
It, therefore, becomes our first concern to 
make secure the foundation. National re- 
covery depends upon it 

Too often in recent history liberal gov- 
ernments have been wrecked on roe ke of 
loose fiscal policy. We must avoid this 
danger. 

It is too late for a leisurely approach to 
this problem. We must not wait to act sev- 
eral months hence. The emergency is accen- 
tuated by the necessity of meeting great re- 
funding operations this Spring. 

We must move with a direct and resolute 
purpose now, The members of the Congress 
and I are pledged to immediate economy. 


I am, therefore, assuming that you and I 
are In complete agreement as to the urgent 
nece ssity, and my constitutional duty is to 
advise you as to the methods for obtaining 
drastic retrenchment at this time. 


I am not speaking to you in general 
terms. [am pointing out a definite road.... 


+ 
| 











Excerpts From Budget Message of 
President Roosevelt, Jan. 6, 1936 

To state the case even more precisely, the 
gross deficit of the Government in 1934 was 
$3,989,000,000; in 1935, $3,575,000.000; 
in. 1936 (estimate), $3,234,000,000; and 
in 1937 (estimated but not including 
any new appropriations for work relief), 
$1,098,000,000. 

Therefore, it is clear: First, that since 
June 30, 1934, the gross deficit of the Gov- 
ernment shows a steady decrease during 
the fiscal years 1935 and 1936. Second, that 
if work relief appropriations by this session 
of the Congress were made up to a total of 
$2,136,000,000, the total gross deficit for 
the fiscal year 1937 would not exceed that of 
1936, which was the lowest gross deficit of 
the past three years. Therefore, it follows 
that by whatever amount the appropriation 
for work relief at this session is less than 
$2,136,000,000, the gross deficit for 1937 
will be less than the deficit for 1936 by the 
same amount. 

With this limitation and this excellent 
prospect clearly in mind, I am not includ- 
ing in this Budget estimates for additional 
relief appropriations. I shall transmit such 
estimates with far greater knowledge and, 
therefore, with greater accuracy in suffici- 
ent time before ‘the adjournment of this 
session to give the Congress full opportu- 
nity to examine into the subject and to 
make the necessary appropriations. . . . 

















By DAVID LAWRENCE 
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ORE important than the decision of the Su- * There must be no inflationary rise in prices which ¢ It will be noted that expenditures are rising each + often in recent history liberal governments, have been 
M preme Court invalidating the Agricultural would make it difficult for the wage-earner to buy year. This would be considered a dangerous state of wrecked on the rocks of loose fiscal policy.” 
Adjustment Act, more important than the food and the necessities of life with his pay envelope. affairs in a private business even if the business had 
controversy that has raged ever since Presi- 7 been showing increased receipts. Tax receipts are The sad truth is that Mr. 
dent Roosevelt insisted on a night session for a po- rising but nowhere near the needed amounts to bal- ROOSEVELT Roosevelt’s expenses for the 
litical message to the Congress are the contents of MUST AVOID The dangers of inflation are ance @ budget. MAY SPEND | four budgets will amount to more 
the budget message transmitted last week by the well known. President Roose- While it is argued by the President that the def- 30 BILLIONS than $30,000,000,000. He will have 
Chief Executive to the Congress. THE DANGER velt knows them and his advis- icits are going down, they have nevertheless re- placed his country in the red by 
This message marks the beginning of what must IN INFLATION ers know them, too. But the dif- mained above the $3,000,000,000 mark for the first of nearly fifteen billions. 
be a determined fight on the part of the American ficulty arises because the Roose- the three budgets, and the indications are they will Remembering that the Congresses of the United 
people to save themselves from bankruptcy. velt Administration does not apparently know be close to the same figure for the fourth budget. | States appropriated from 1789 to 1913—from Wash- 
The wage-earner has more at stake than the pluto- in 1936 that the beliefs expressed in March, 1933, in This unfortunate trend cannot be continued indef- ington to Wilson—a total of only $24,000,000,000, the 
crats whom Mr. Roosevelt spends his energies de- Mr. Roosevelt’s message to Congress are just as true initely. But even this showing would not be difficult colossal nature of New Deal spending in four years 
nouncing. | awe they were less than three years ago. to justify if after all these expenditures there was | becomes a matter of grave concern, far above the po- 
For if prices start to sky-rocket because faith | For nothing has happened to alter the funda- really a sign of a balanced budget. But there are | litical fortunes of any individual, far above the de- 
in the dollar goes down, we shall have an inflationary | mentals mentioned by Mr. Roosevelt in the message still 9,000,000 men out of work and there is no prac- | mands of groups or classes. 
era not unlike that which developed in 1923 in Ger- quoted above. tical plan being offered by the Administration which | For if Franklin D. Roosevelt of March 10, 1933, is 
many when it took a whole week's wages to buy a loaf Here is what the four budgets of New Deal ex- shows that the unemployed will be taken care of. to be believed on January 6, 1936, then we must seri- 
of bread. penditures will show: Mr. Roosevelt conceded in his annual message to ously consider whether America is indeed on the 
It takes time for such situations to come to a head. | LO Ae ee eee er ae $7,105,000,000 ons tr gran pe an ae. Soave employers sd ? toward bankruptcy”. cag Be 
It was five years after the Armistice before the Ger- | IEEE Ds $ieGE NAR eas ede eees 7,376,000,000 angen ¢ 4 ‘wit G agen. me the same time he an- ffai liber eg ” had ° nes renapen of our fiscal 
man people realized what had happened to their fi- | SOME: cavccsnsctenssccessaias 7,645,000,000 | SENSES Be WES WTS. CHOEIENG SEEKEEND On The a amene sae ty the introduction of greater sense of 
nances. 1937 8.753,000,000 of large business responsibility in the nation. That’s responsibility and financial leadership in both the 
Sn MR ,»753,000, | no way to encourage cooperation between industry | executive and legislative branches of the govern- 
Confidence in a bank rests on the belief in a com- Mr. Roosevelt's tentative budget for 1937 does not and government in the vital tasks that lie ahead of us. ment. 
munity that the bank can pay its depositors on de- | include either work relief—estimated to come to This is, it is true, a political year and much that | If this cannot be instilled in the President and the 
mand. about $1,000,000,000—or the bonus which is to amount | Mr, Roosevelt says will be discounted for that reason. | members of Congress now in office, the American 
Confidence in a government amounts to the same | to at least $1,000,000,000. These two billions when | But the American people will have to bear the con- | people will have left to them only one alternative— 
thing. There must be a real trend toward a bal- | added to the acknowledged figure of $6,753,000,000 | sequences of class warfare and the liberals some day | the election of a new group of public servants who 
anced budget. There must not be any diminution of for 1937 gives the estimated total of $8,753,000,000 may nave to face the prediction made by Mr. Roose- | will obey the mandate of the people. That mandate 
confidence through the decline in the value of money. , for Mr. Roosevelt's fourth budget. , ‘elt himself in the above message when he said “too 4 willbe: “Save us from bankruptcy!” 
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